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HEARING ON THE REAUTHORIZATION OF THE
HIGHER EDUCATION ACT OF 1965

MONDAY, JUNE 3, 1991

House oF REPRESENTATIVES,
SuscoMMITTEE ON POSTSECONDARY EDUCATION,
CoMMITTEE ON EDUCATION AND LABOR,
Carlisle, PA.

The subcommittee met, pursuant to call, at 9:45 a.m., in Memori-
al Hall, Dickinson College, Carlisle, Pennsylvania, Hon. Joseph M.
Gaydos presiding.

Members present: Representatives Gaydos, Goodling, Petri, and
Gunderson.

Staff present: Thor as R. Wolanin, staff director; Maureen Long,
legislative associate/clerk; Jo-Marie St. Martin, education counsel;
Rose DiNapoli, professional staff member; and Beth Buehlmann,
education coordinator.

Mr. Gaypos. [presiding] I would like to welcome our guests here
and I want to tgank the university for allowing us to bring these
hearings here to Carlisle. The full committee Chairman, Mr. Ford,
from Michigan sends his apologies, he could not be here. In his
place, I am to conduct the hearing.

We are very proud of our very active member from this locality,
a long time friend, Bill Goodling. 1 served with his father—and
that does not say good or bad for me, but I served with his father
many years bacK and Bill came down in his place. Since coming
down, we are very happy to receive a professionul. Bill has dealt
with and is part of the educational system in this country which
has grown to know him. It has been a pleasure serving with Bill
and I believe that he has contributed tremendously to the full con-
cept of education.

Allow me on behalf of the committee to introduce the personnel
that we have here. On my extreme right we have Mr. Gunderson
from Wisconsin. Next to him is Mr. Petri from Wisconsin and of
course Mr. Goodling next to me. On my left here we have Mr. Wo-
lanin, who is our general counsel. We have Mr. Asmonga on the
left, who is a member of the subcommittee.

With those introductions, let me make just a very brief opening
remark and then I will turn it over to Mr. Goodling because this is
number one, his area; secondly his specialty and we are here be-
cause of him.

Let me, on behalf of the committee, in opening up the formal
hearing state that this hearing is one of more than 40 being held in
Washington and around the country on the reauthorization of the
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Higher Education Act of 1965, which you are all familiar with in
general and the integrity and quality of grants and loan assstance.

I have two points I would like to make very, very hurriedly
about problems that we do have. The first problem we are all fa-
miliar with, I am sure, it affects every student seeking assistance
and that is the imbalance between grants and loans—and we all
know that.

One other problem that we have—I am concerned personally and
I know Bill Goodling is too—that too many students face huge
debts once they leave their educational curriculum, tens of thou-
sands of dollars in a lot of instances. If they go to graduate school,
the burden is even greoter than that.

The second problem of cuarse focuses on the Department of Edu-
cation’s poor oversight and management of these student assist-
ance programs and 1 am sure some of our witnesses will pointedly
bring up some of these.

Without objection from the rest of the committee, I would like to
enter into the record the opening remarks and statements and at
this time turn to Bill Goodling.

[The prepared statement of Hon. Joseph M. Gaydos follows:]
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Opening Statement
Joseph M. Gaydos
Postsecondary Field Hearing
Monday June 3
Pickinson College
Carlisle, PA

This hearing is one of more than 40 that are being held
in Washington and around the country on reauthorization of the
Higher Education Act of 1965 in general and the integrity and
quality of grant and loan assistance for students in
particular.

The student assistance programs in this act have been
enormously successful and have enabled millions of Americans
achieve their educational dreams. But, as we all know, there
are several problems that we cannot allow to fester any
longer.

In the interest of time, I'll focus my comments on just
two of these problems,

First, and pervaps the most tragic of all problems
affecting virtually every student seek ng assistance, is the
imbalance between grants and loans.

This past school year, for example, students received
more than 18 billion dollars in educational assistance.
Unfortunately, of this 18 billion dollats ~- 11 billion was in
the form of guaranteed student loans, according to the
Depactment of Education.

When the student assistance progsams were cr.ated, grants

represented about 75 percent of a student’s federal assistance

package and loans made up the other 25 petcent, Today, those

Q :7
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figures have been reversed -- loans comprise about 75 percent
of a student’s package and grants 25 percent.

This imbalance has put a terrible strain on our nation’s
students and their families.

Far too many of our students face huge debt burd~ns --
tens of thousands of dollars - when they graduate. And, if
they go on to graduate school the burden becomes even more
staggering,

As bad as this situation is now, the Administration is
prtoposing to make it even worse by eliminating more than
400,000 students from the Pell Grant program. Under this
proposal, the most needy students -- those with family
incomes less than $10.000 ~- would see their grants increase
by an averaje of only $425, while 400,000 students -- many of
whom are already relying heavily on loans -- would be forced
to take on an even larger amount of debt.

The second problem focuses on the Department of
Education’s poor oversight and management of the student
assistance programs.

In its recent r:port, the Senate Permanent Subcommittee
on Investigations found that “through gross mismanagement,
ineptitude, and neglect in carrying out its regulatory and
oversight functions, the Department of Education had all but
abdicated its responsibility to the students it is supposed to
service and the taxpayers whose interests it is charged with
protecting.”

A review team headed by the Oftice of Management and

e



Budget and the Education Department went even further, It
concluded that the Department’s management practices

contribute to high student loan default rates, and fraud and

abuse in the student assistance programs.

This fraud and abuse must be eradicated from the
programs. whether the Department achieves this through its
regulatory process or Congress achieves it through legislation
~- it must be done.

But, it must be done without eliminating educational
access and choice to whole categqories of students.

One of the most disturbing aspects of the Department’'s
mismanagement is the deplorable condition of its financial
records.

In the 25 years since the passage of the Higher Education
Act, there has never been an audit of the student loan
insurance fund. The General Accounting Office, which is
charged with performing the required annual audit, has made
numerous attempts to audit the fund but has given up every
single time because the records are so terrible.

GAO has made numerous recommendations ovir the years to
correct the Department’s financial reporting problems. But
the Department’s efforts to cortect those problems has been
largely unsuccessful.

Before abandoning its latest audit attempt, GAO concluded
the Depattment’s financial statements are unreliable because
the accounting system that the Department is using does not

nroduce accutate information.
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The Department of Education Inspector General reached
this same conclusion in his report of September 30, 1990. The
IG also noted that three of the pepartment’s account balances
differ with the balances in its general ledger by as much as
21 billion dollars.

We cannot permit the Depertment of Education to use
out-of-date and unverifiable fiqure: to determine who is in or
out of the program. wWe also cannot allow ourgelves to make
those most important policy decisions based on numbers
generated in an unauditable system.

Somehow we must find a better way to deal with problems
in the programs and with the Department’s failures,

I hope our witnesses today will have some ideas about
these and other elements of the Higher Education Act and how
we can improve the system to better serve those students who
seek to broaden their horizons through postseiondary
education.

Mr. Goodling
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Mr. GoopLING. Thank you, Mr. Chairman, for being here and for
coming early as a matter of fact. Because you thought the hearing
began at 9, you were here bright and early. This is the first hear-
ing, I thought | heard you say, that we have ever started early. So
that sounds good.

I want to thank my colleagues on this side also for coming to
Carlisle, central Pennsylvania. We have hearings scheduled for all
over the country and I am particularly pleased to have one here in
the 19th Congressional District.

We have a lot of things that we are concerned about as we reau-
thorize higher education. The integrity of the program of course
has come under fire. We have, I believe, about two billion dollars
annually that is used to pay for the defaults. | am glad that my
State looks pretty good, and your State looks pretty good. I do not
know about Wisconsin, [ have not checked on that as far as default
rates are concerned.

We are also concerned about middle income student access, that
is becoming more and more a problem. And my hope during reau-
thorization is that we can structure the programs to restore some
of the former ability that middle income students had to secure a
higher education.

And finally, I hope we can deal with the complexity of the pro-
grams. | am hearing that there are enough forms to fill out, and
confusing enough that they are worse than trying to deal with your
income tax, which we simplify constantly—at least we say we do
that. Every time we simplify them, they become more complex.

So again, Mr. Chairman, thank you for coming. We have two dis-
tinguished Pennsylvanians that you are familiar with, who are
first on the panel.

Mr. Gaypos. Thank vou.

And let me call on Mr. Petri from the State of Wisconsin, 1
served on a committee with him where we had the Wright case and
a lot of other cuses too, so I am very familiar with Mr. Petri, and at
this time, I yield the mike to him.

Mr. Perai. Thank you, Mr. Chairman. I just wanted to say that it
is a real pleasure and a privilege for me to have the opportunity to
attend a hearing in Bill Goodling's district. I think Steve Gunder-
son and I feel right at home, coming here to Carlisle today. We
thought the farms and the characteristics of the countryside and so
on reminded us very much of our areas in Wisconsin, and so does
this beautiful college campus. It is older, but it has the same kind
of character that Ripon College and Lawrence College and Carroll
College have in our areas of Wisconsin.

I am looking forward to the testimony. You have really assem-
bled a distinguished group of university presidents and senior ad-
ministrators. And I just want to conclude by saying to the people in
this are  that it has been both a pleasure and a privilege for me to
serve . h Bill Goodling and under his tutelage. All of the years I
have e¢n in Congress, Bill and [ have been on the Education and
Labor Committee together. He is someone who has a long time in-
terest and grounding in issues involving education, and he provides
a great deal of national Jeadership from his senior post on the Edu-
cation and Labor Committee.

P,
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Mr. Gaypos. We are also happy to have with us Mr. Gunderson
from Wisconsin. I served with him many years on the Subcommit-
tee on Health and Safety. There are three Republicans on this side
and I am the only lone Democrat, so I am glad I have friendly Re-
publicans here. Mr. Gunderson.

Mr. GUNDERSON. Thank you, Mr. Chairman. It is just an experi-
ence 80 you know how it feels to be in the minority. We wanted to
give you one morning of this.

Mr. Gaypos. That is how I feel now.,

Mr. GUNDERSON. Let me join with you in welcoming everyone to
our hearing and saying how delighted we are to be here. | would be
remiss if I did not say the reason you have two Wisconsin Con-
gressmen here today is we are the ofticial delegation to welcome
Penn State to the big 10.

[Laughter.]

Mr. GUNDERSON. Above and beyond that, however, I have to say
we are really here because of Bill Goodling. For those of you who
know him well, I take special pride in that he is the only colleague
of mine in Congress that for the 11 years I have been there, I have
called dad. I am the only one he calls son, which says something—
he is referring to my age. I tell people, however, that despite him
calling me son, he has yet to give me an allowance and I am wait-
ing for that day to happen.

But Bill Goodling serves a unique role and 1 want you all to un-
derstand that role. Rill Goodling, more than any other member of
the Congress or the Senate, is the bridge between a Democratic
Congress and a Republican administration on every e¢uucation
issue, whether it be education reform, whether it be higher educa-
tion, and as you look at the administration proposal on higher edu-
cation, and compare and contrast that to where I think many on
the committee would like to go, it again will fall in Bill Goodling's
hands to try to be the bridge-builder between the administration
and the Congress, certainly in conference, if not before, as we try
to enact a reauthorization.

For me, as I was telling the gentleman from Gettysburg, we had
the privilege 4 years ago to come to the Gettysburg campus and 1
am delighted to be back here in beautiful Pennsylvania.

Enough for opening comments, we are looking forward to the tes-
timony. Thank you, Mr. Chairman.

Mr. Gaypos. Without objection all of the formal comments wil,
be made part of the record in this matter.

At this time, the Chair is very happy to welcome and call upok
panel number one, the Honorable Donald M. Carroll. Jr., Secretary
of Education and the Honorable Charles Fuget, Commissioner of
Higher Education. Gentlemen, welcome to the committee and you
may proceed in the manner you best feel will serve yvour purposes.
Without objection, your prepared statements will be made part of
the record and you may proceed in any manner you see fit.
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STATEMENTS OF THE HONORABLE DONALD M. CARROLL, JR,
SECRETARY OF EDUCATION, PENNSYLVANIA DEPARTMENT OF
EDUCATION, HARRISBURG, PENNSYLVANIA AND THE HONORA.-
BLE CHARLES FUGET, COMMISSIONER OF HIGHER EDUCA-
TION, PENNSYLVANIA DEPARTMENT OF EDUCATION, HARRIS-
BURG, PENNSYLVANIA

Mr. CarrorL. Thank you, Representative Gaydos, Congressman
Goodling and our friends from Wisconsin. We want to welcome you
officially to Pennsylvania and we are delighted you chose to have
this hearing at this beautiful campus. We also want to make sure
that you understand that we also sppreciate Bill Goodling, as my
Congressman who represents us effectively in the Congress.

I do appreciate the opportunity to testify on the reauthorization
of the Higher Education Act of 1965, and in general let me just say
I urge its reauthorization with some suggestions that we might
make as Dr. Fuget and I go through our testimony.

I would like to talk specifically about several of the titles, not all
of them. And the reason that I do not want to comment on all of
them; first, it would be boring to you and would take your time up
needlessly, but secondly, during the course of this day I am sure
they will all be discussed.

But from the Department of Education point of view, we are par-
ticularly concerned with such topics as academic libraries, informa-
tion technology enhancement, institutional and student assistance
which Dr. Fuget will speak to directly, educator recruitment, reten-
tion and development and innovative programs for community
services. So we will focus in on those in general remarks, obviously
open to questions when it is over.

First, let me talk about libraries. The administration's proposal
to repeal all of Title II says to us that there is no Federaf role in
library development, particularly academic and research libraric.,
and I must say to you directly we disagree with this.

We think a revised but not repealed Title Il would serve this
nation, establish a national policy of library networking and even-
tually produce a national library system that can be linked elec-
tronically and result in great efficiency, specialization and serve
our clients better. We need a thoughtful and creative reshaping of
Title 1I. We need a strong national policy which can bring together
all the diverse pieces of our library systems, wherever they are,
and maximize that energy. Therefore, we are suggesting that in
Title II you look carefully at things like networks and consortiums,
that you help academic libraries address a major problem for them,
and that is the rising cost of materials and the fact that specializa-
tion and electronic networking would enable us to keep costs down.

One of the things that I think we miss when we talk about stu-
dent aid and other things is the fact that it costs a lot to run a
college or university, and every penny we put needlessly into some
activity is money that will eventually surface in two ways; one, in
increased tuition costs and the other is increased demands on all of
us in government to provide additional help. So the more efficient
we become, we think it is better for ail of us.

So we are suggesting to you that as you reshape Title 11, you look
at the possibility of creating a national system, national network-

13
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ing of libraries, and that the Federal Government can provide both
program and financial support for such a policy.

Secondly, let me talk about institutional aid because we believe
the Federal Government has a vital role in aiding institutions of
higher education. We know that is under debate in many circles,
but we think there are three reasons why the Federal Government
has a role here. One is to provide national direction to higher edu-
cation—we are not isolated little fiefdoms, we are in effect part of a
national system. The second is to help deserving but disadvantaged
institutions remain viable. And finally, to promote institutional
planning. We think that this program is cumbersome. If you have
read, or as you will hear I am sure, the administration of all of
that, vou will see that there is a lot of paperwork as Representative
Gaydos mentioned. And we think it could be streamlined, but we
think it is particularly useful.

I would also like to comment on aid to historically black colleges
and universities, because I also see that as somewhat of a contro-
versy, but in Pennsylvania we do not have large numbers of these
colleges or universities but I, before becoming Secretary of Educa-
tion, served as Superintendent of the Harrisburg City School Dis-
trict. Eighty percent of our students were black of Hispanic. A
number of them found it more to their advantage to go to tradi-
tionally black colleges and universities, often in the south—I am
thinking of Howard, Tuskegee, Union, places like that. And what I
found was that their education brought them back to our communi-
tg; and brought them back as highly productive citizens. So even
though Pennsylvania would not be a major user of that program in
the sense of institutions we have, I would encourage you to look at
it because it is a national need and one that Pennsylvanians profit
from.

In terms of educator recruitment, retention and development, 1
just will restate the obvious. It is obvious that as times change, as
our educational programs become more technical, as we have a
higher need to keep kids in school longer, and all of that sort of
thing, teachers must have not only a thorough knowledge and cur-
rent knowledge of where they are, but they also must know how to
teach the youngsters that we have today. i have said frequently
and will repeat to all of you, even though I know you know it, that
the days of Dick and Jane and Spot and Puff are gone. We do not
see children coming from that environment into our school sys-
tems, they live a very complicated life and teachers need to be par-
ticularly sharp in how to deal with that.

So we think this program can help us retrain teachers and create
partnerships between school districts, vocational schools and higher
education institutions which will improve both the preparation,
academic preparation, and teaching skills of elementary and sec-
ondary teachers. So we strongly urge that the amount of money in
that program, the authorization for that, be increased for fiscal
year 1992, and by the way, ! will not come here and keep telling
you we need miore money, we need more money, we need more
money. But there are some times when I will suggest that to you,
because we do. And this is one area where I think the money will
be well-spent.

14
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Also, we are encouraging you to support Part C, which is the pro-
fessional development and leadership program or create a new one,
if you feel you need to, to facilitate the funding of professional de-
velopment centers. I know that is controversial, but we have found
that where we can assimilate specialists in teaching and bring
them together with teachers, there are tremendous improvements
in that program.

Next, let me talk about innovative projects for community serv-
ice because Pennsylvania, under the leadership of our new Senator
Harris Wofford, has taken tremendous steps to promote volunteer-
ism. It has become almost a plank of Governor Casey and of me
and of the State Board of Education, to put community service of
some kind into most of our elementary, secondary and higher edu-
cation programs, and we have provisions for that in this law.

It has been proposed to move the student literacy core from Title
I to become a new part of Title X, and we want to support that. We
think that that is a good move, it is a program that helps to focus
on what idealistic—and by the way we have a lot of idealistic
young people-—can do in order to support the community. I would
just like to tell you two examples we have because it may make
you feel better when you look at this to say that this is not money
going down a rat hole.

The State has its own literacy core. Qur literacy core is on 16
campuses, it has a State appropriation of half a million dollars and
more than 1,000 college students tutored nearly 2,500 Pennsylva-
nians this year. And many of them continue. So we have found
that it works.

In addition to that, the Pennsylvania Association of Colleges and
Universities has supported, with very small State aid, campus com-
pacts on 38 campuses. And this year, this current year, 1990-1991,
over a million hours were donated. Now if you calculate that at
five dc!'-vs an hour, you have a five million dollar return on a
$20,000 State investment. So we think it is not a costly program,
but one thai will benefit most—a lot of our folks.

We also recommend that the amount authorized to support
teacher scholarships and fellowships, particularly the Christa
McAuliffe Teacher Fellowship Program and the Paul Douglas
Teacher Scholarship Program—the amournt authorized be in-
creased.

Now 1 have not tried to cover everything that would be in this
very complex piece of legislation, but to focus on several areas that
are of interest to Pennsylvanians. And as I mentioned, others will
comment in more detail on other pieces of it.

Our interest, for example, in Title 1V, and I have not talked
about that, will be presented by Dr. Fuget, the Deputy Secretary
and Commissioner for Post-Secondary and Higher Education. And 1
just want to extend to you, all of you, our offer to be of whatever
help we can be in helping you sort this program out and to reflect
what is ine state of the art in terms of higher education planning.

We thank you for this opportunity to be here and I will ask Dr.
Fuget to comment on student aid particularly.

[The prepared statement of Hon. Donald M. Carroll. Jr. follows:]
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TESTIMONY ON REAUTHORIZATION
OF THE HIGHER EDUCATION ACT
JUNE 3, 1991
DICKINSON COLLEGE
PRESENTED BY,

SECRETARY DONALD M. CARROLL, JR.

PENNSYLVANIA DEFARTMENT OF EDUCATION

CHAIRMAN FORD, REPRESENTATIVE GOODLING AND DISTINGUISHED MEMBERS
OF THE HOUSE SUBCOMMITTEE ON POSTSECONDARY EDUCATION, I AM DONALb
CARROLL, SECRETARY OF EDUCATION FOR THE COMMONWEALTH OF PENNSYLVANIA.
WITH ME 1S MY DEPUTY SECRETARY AND COMMISSIONER FOR POST SECONDARY AND
NIGHBR EDUCATION, DR. CHARLES FUGET. I COMMEND TNHE SUBCOMMITTEE FOR
ITS ATTENTION TCO THIS IMPORTANT ISSUE; THE CHAIRMAN, FOR HIS INTEREST
AND INITIATIVE TO HOLD HEARINGS ACROSS THE COUNTRY; AND CONGRESSMAN
GOODLING, FOR HIS CONTINUOUS SUPPORT AND LEADERSHIP IN EDUCATION. BOTH
NATIONALLY AND HERE IN PENNSYLVANIA. I APPRECIATE THIS OPPORTUNITY TO
TESTIFY ON THE REAUTHORIZATION OF THE HIGHER EDUCATION ACT OF 196%. A3
AMENDED.

I URGE ITS REAUTHORIZATION SO THAT WE, IN THE TRUE SENSE OF
FEDERALISM, CAN HELP OUR STUDENTS MEET THE MANY CHALLENGES THAT ARE
ANEAD.

IN GENERAL, WE FOCUS OUR ATTENTION ON ACADEMIC LIBRARIES AND
INFORMATION TECHNOLOGY ENHANCEMENT; INSTITUTICONAL AND STUDENT
ASSISTANCE; EDUCATOR RECRUITMENT, RETENTION AND DEVELOFMINT, AND
INNOVATIVE PROJECTS FOR COMMUNITY SERVICES. THIS ATTENTION IS NOT
BECAUSE OTHER TOP1CS ARE NOT IMPORTANT BUT WE FEEL THEY WwilLl BE

COVERED BY OTHERS TESTIFYING HERE TODAY.
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ACADENIC LIBRARY AND INFORMATION TECHNOLOGY ENHANCEMENT

THE ADMINISTRATION'S PROPOSAL TO REPEAL ALL OF TITLE II IMPLIES A
SELIEF THAT THERE IS NO ROLE FOR THE FEDERAL GOVERNMENT IN ACADEMIC
AND RESEARCH LIBRARIES. WE DISAGREE WITH THIS. WE BELIEVE THE
FEDERAL ROLE IS TO LEAD SUCK LIBRARIES INTO NETWORK3 AND CONSORTIA
WHICH PROMOTE THE SHARING OF MATERIALS AND THEREBY PERMIT INDIVIDUAL
LIBRARIES TO SPECIALIZE AS EACH BUILDS ITS COLLECTION. THE SHARING OF
RESOURCES COMBINED WITH SPECIALIZATION WOULD REDUCE COSTS SINCE
LIBRARIES IN NETWORKS AND CONSORTIA COULD AVOID PURCHASING DUPLICATIVE
“YATERIALS.

A REVISED, NOT REPEALED, TITLE II COULD SET A NATIONAL POLICY OF
LIBRARY NETWORKING WITH AN ULTIMATE GOAL OF A NATIONAL NETWORK OF
LIBRARIES LINKED ELECTRONICALLY. TITLE 1I ALREADY HAS THE VITAL
ELEMENTS FOR SUCH A NATIONAL POLICY: PARTS A AND C SPEAK TO IMPROVING
COLLECTIONS IN ACADEMIC RESEARCH LIBRARIES., WHILE PART D SPEAKS TO
TECHNOLOGY AND CCOPERATIVE SYSTEMS. WHAT IS NEEDED IS A CREATIVE AND
THOUGHTFUL RESHAPING OF TITLE II INTO A STRONG NATIONAL POLICY WHICH
STIMULATES A SYNERGY AMONG THE EXISTING PARTS. FOR EXAMPLE, PARTS A,
8, AND D COULD BE MERGED TO SUPPORT THE USE OF TECHNOLOGY AMONG EVER
WIDENING NETWORKS AND CONSORTIA WHOSE MEMBERS COOPERATIVELY PLAN THE
DEVELOPMENT AND MAINTENANCE OF THEIR INDIVIDUAL COLLECTIONS FOR THE
MUTUAL BENEFIT OF ALL. THESE NETWORKS AND CONSORTIA WOULD, AMONG
OTHER THINGS, HMELP ACADEMI{ AND RESEARCH LIBRARIES ADDRESS A DILEMMA
NOW FACING MOST OF THEM ~- A DILEMMA OF DIMINISHING DOLLARS COUPLED
WITH INCREASED NUMBERS OF CLIENTS WHO NEED ACCESS TO EXPENSIVE ITEMS

SUCH AS SCHULARLY SERIALS AND FORFIGN MATERIALS.
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TO BE MOST EFfFECTIVE AND EFFICIENT, SUCH NETWORKS AND CONSORTIA
SHOULD NOT STOP AT THE BORDERS OF EACH STATE. RATHER, TKEY SHOULD
EXTEND BEYOND STATE BORDERS AND, EVENTUALLY, ENCONPASS THE NATION.

BUT A NATIONAL NETWORK NEEDS THE LEADERSHIP AND FINANCIAL SUPPORT OF A
NATIONAL POLICY, AND THAT POLICY SHOULD ENSURE THAT ACADENIC
INSTITUTIONS, INCLUDING THMEIR LIBRARIES, PARTICIPATE IN THE PROPOSED
NATIONAL RESEARCH AND EDUCATION NETWORK. ys URGE THE ESTABLISHMENT OfF

A NATIONAL POLICY THROUGH TITLE IIX,

INSTITUTIONAL AID

WE BELIEVE THE FEDERAL GOVERNMENT HAS A VITAL ROLE IN AIDING
INSTITUTIONS OF HIGHER EDUCATION. FEDERAL AID PROVIDES SEVERAL
ADVANTAGES. ONB IS TO ASSIST IN PROVIDING NATIONAL DIRECTION TO HIGHER
EDUCATION. ANQTHER IS TO ASSIST DESERVING, BUT DISADVANTAGED,
INSTITUTIONS TO REMAIN VIABLE. A FINAL ADVANTAGE {S TO PROMOTE
INSTITUTIONAL PLANNING. WE BELIEVE THIS PROGRAM SHOULD CONTINUE AND
ITS MANAGEMENT BE STREAMLINED TO REMOVE UNNEEDED ADMINISTRATIVE
BARRIERS. WE ALSO ENCOURAGE CONTINUING AID TO HISTORICALLY BLACK

COLLEGES AND UNIVERSITIES.

EDUCATOR RECRUITMENT, RETENTION AND DEVELOPMENT .

THR NEW PROGRAM PROPOSED BY THE ADMINISTRATION,
“PARTNERSHIPS FOR INNOVATIVE TEACHER EDUCATION,' FROVIDES A MEANS
TO IMPROVE TEACHING AND THE PROFESSIONAL DEVELQPMENT OF TEACHERS.
IT Is OBVIOUS, IN ORDER TO ACHIEVE THE NATIONAL EDUCATION GOALS,
THAT TEACHERS MUST HAVE A THOROUGH UNDERSTANDING OF THE SUBJECT

MATTER THEY TEACH, AS WELL AS THE KNO' “EDGE AND SKILLS REQUIRED
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TC ENABLE A DIVERSE POPULATION OF STUDENTS TO LEARN IT. TEACHERS
MUST HRLP ALL STUDENTS BECOME CRITICAL THINKERS AND SELF-DIRECTED
LEARNERS. THIS PROGRAM WOULD ENCOURAGE PARTNERSHIPS BETWEEN
LOCAL EBDUCATION AGENCIES AND INSTITUTIONS OF NIGHER EDUCATION TO
IMPROVE THE PREPARATION OF ELEMENTARY AND SECONDARY TBACHERS AND
THEIR ABILITY TO WORK EFFECTIVELY WITH THE CHANGING STUDENT
POPULATION. PROGRAMS MUST BE AVAILABLE THAT ENHANCE TEACHER
RECRUITMENT AND RETENTION AND PROMOTE GREATER DIVERSITY IN THE
TEACHING FORCE. WE WOULD STRONGLY URGE THAT THE AMOUNT
AUTHORIZED FOR APPROPRIATION IN FISCAL YEAR 1992 BE INCREASED
SUBSTANTIALLY TO PROVIDE THE NEEDED FUNDS TO SUPPORT THE
PROFESSIONAL DEVELOPMENT OF TEACHERS AS WELL AS THE ACTIVITIES
NORMALLY SUPPORTED BY THE "MIP-CAREER TEACHER TRAINING FOR
NON-TRADITIONAL STUDENTS®™ AND “SCHOOL, COLLEGE, AND UNIVERSITY
PARTNERSHIFS."

THE ADMINISTRATION HAS RECOMMENDED THAT PART C - PROFESSIONAL
DEVELOPNENT AND LEADERSHIF PROGRAMS - BE REPEALED IN THE
REAUTHORIZATION. NUCH CURRENT RESEARCH CLEARLY RECOGNILES THE VALUE
OF PROFESSIONAL DEVELOPMENT CENTERS IN SUPPORT OF IN-SERVICE
EDUCATION PROGRANS DESIGNED TO ENABLE OUR TEACHING FORCE TO
RESPOND TO CHANGES IN THE STRUCTURE, ORGANIZATION AND NANAGEMENT
OF ELEMENTARY AND SECONDARY SCHOOLS. I ENCOURAGE CONTINUED
SUPPORT FOR PART C - FROFESSIONAL DEVELOPMENT AND LEADERSHIP PROGRAMS
~ OR A NEW PROGRAM TO FACILITATE THE FUNDING OF PROFESSIONAL

DEVELOPMENT CENTERS.

IS

o 10
ERIC

Aruitoxt provided by Eic:



O

ERIC

Aruitoxt provided by Eic:

16

INNOVATIVE PROJECTS FOR COMMUNITY SERVICE

THE GOVERNCOR, STATE BOARD OF EDUCATION AND I, HAVE RESOLVED THAT
COMMUNITY SERVICE BECOME AN INTEGRAL PART OF EDUCATICN AT ALL LEVELS
AND URGE THAT COLLEGES INTEGRATE COMMUNITY SERVICR INTO THEIR
PROGRAMS .

IT HAS SEEN PROPOSED TO NOVE THE STUDENT LITERACY CORPS FROM
TITLE I TO BECOME A NEW PART OF TITLE X, PART  ~ INNOVATIVE
PROJECTS FOR COMMUNITY SERVICES. WE SUPPORT THIS MOVE.

WE BELIEVE THAT COMMUNITY SERVICE OFFERS A RICH SOURCE OF
EXPERIENCE FOR REFLECTION AND AN OPPORTUNITY TO MOBILIZE STUDENTS TO
SOLVE SOCIAL PROBLEMS. WE ENCOURAGE YOUR CAREFUL CONSIDERATION OF
OPPORTUNITIES TO SUPPORT AND ENCOURAGE COMMUNITY SERVICE IN THIS
LEGISLATION, WE BELIEVE THAT YOU WILL CONCLUDE, AS WE HAVE IN
PENNSYLVANIA, THAT COMNUNITY SERJICE IS A DYNAMIC AND EXCITING PART OF
THE HIGNER EDUCATION PICTURE.

LET ME TELL YOU SOME OF THE THINGS WE ARE DOING IN PENNSYLVANIA:

THE STATE HAS ITS OWN LITERACY CORPS WHICH

FUNCTIONS ON 16 CAMPUSES WITH A STATE APPROPRIATION
OF $500,000. TNROUGH IT AND THE 14 CAMPUSES IN THE
FEDERAL LITERACY CORPS., MORE THAN 1,000 COLLEGE
STUDENTS TUTORED NEARLY 2,500 PENNSYLVANIANS THIS
YEAR. MORE THAN 1/3 OF ALL THESE STUDENTS CONTINUED
TUTORING AFTER THEIR SERVICE IN THE CORPS WAS
COMPLETED.

THE PENNSYLVANIA ASSOCIATION OF COLLEGES AND

UNIVERSITIES SPFONSORS A STATE CAMPUS COMPACT WHICH

20
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OPERATES ON 38 CAMPUSES. THE STATE PROVIDED SZED
MONEY FOR THE FIRST TWO YEARS. CAMPUS COMPACT NOW
HAS ITS OWN GRANT AND TRAINING FUNDS. IN 19889-~90,
STUDENTS ON CAMPUS COMPACT CANPUSES DONATED 515,000
HOURS OF COMMUNITY SERVICE; IN 1990-91 OVER 1,000,000
HOURS WERE DONATED. CALCULATED AT A VERY CONSERVATIVE
$3.00 PER HOUR, THIS $5,000,000 IS AN EXTRAORDINARY
RETURN ON A $20,000 STATE INVESTMENT.

WE BELIEVE THAT WE HAVE JUST SCRATCHED THE SURFACE OF THE
POTENTIAL OF COMMUNITY SERVICE AS A MEANS OF REJUVENATING EDUCATION
AND MOBILIZING LARGE NUMBERS OF COLLEGE STUDENTS TO SOLVE SIGNIFICANT
SOCIAL PROBLENS, BUT WR NBED FEDERAL MELP.

WE ALSO RECOMMEND THAT THE AMOUNT AUTHORIZED Foun FISCAL YEAR 1992
TO SUPPORT PART D - TEACNER SCHOLARSHIPS AND FELLOWSHIPS - BE
INCREASED TO PROVIDE ADDITIONAL SUPPORT FOR THE CHRISTA MCAULIFFE
TEACHER FELLOWSHIP PROGRAM AND THE PAUL DOUGLAS TEACHER SCHOLARSHIPS.

AS I HAVE SAID, IT HAS NOT BEEN NY INTENTION TG PROVIDE AN
INCLUSIVE OR COMPREHENSIVE REVIEW OF ALL THE ISSUES ASSOCIATED WITH
THE RBAUTHORIZATION, BUT TO FOCUS UPON SEVERAL AREAS OF HIGHEST
INTEREST TO THE COMMONWEALTH OF PENNSYLVANIA. YOU MAY HAVE NOTICED
THAT I HAVE NOT NENTIONED TITLE IV. THAT IS BECAUSE THE
COMMONWEALTH' 5 XNTfRBST IN TITLE IV WILL BE PRESENTED BY THE NEXT
SPERKER, CHARLES FUGET, DEPUTY SECRETARY AND OUR COMMISSIONER FOR

POST-SECONDARY AND' HIGHER EDUCATION.
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WE WILL BE HAPPY TO CONTINUE TO WORK WITH THE COMMITTEE STAFF IN
AN BFFORT TO PROVIDE ADDITIONAL INFORMATION, IF WECESSARY, ABOUT THE
PARTICULAR ISSUES THAT WE HAVE IDENTIFIED TODAY. WE APPRECIA fE THE
OFPORTUNITY TMAT HAS BEEN PROVIDED TO US TO PRESENT THIS TEST.MONY O

THE REAUTHORIZATION OF THE MIGHER EDUCATION ACT,

DR. FUGET.

Qv
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Mr. Fuckr. Thank you very much, Chairman Gaydos, Represent-
ative Goodling and our distinguished members from Wisconsin who
are now a part of the Pennsylvania scene in terms of the big 10. I
really appreciate the opportunity io testify before the subcommit-
tee and the fact that the subcommittee is 80 concerned at providing
the opportunity for representatives from higher education to com-
ment on the reauthorization of the Higher Education Act of 1965.

I would like to try to focus my remarks, as Seccetary Carroll did,
o}r: just some very specific aspects of the Act and to comment upon
them.

Title IV is a very important title in terms of student assistance
and I would like to endorse the suggestion that there be an in-
crease in the dollar limit available unuer the Pell Grant to $3,700.
But I would like to also caution the subcommittee as you look at
that, that it can create some adverse problems in some States. Be-
cause of the very specific income limits that are associated with
that authorization, it will provide a difficulty in terms of meeting
the needs of middle income families and can place increasing pres-
sure upon the State financial aid organization that we have here in
Pennsylvania, and may create some problems for us as we try to
assist students from families with more of = middle income level.

I think that everyone is well aware of the changes that have
taken place in terms of the increase in family income, the increase
in college and university costs and the rather minor increase that
is taking place in terms of the financial aid that is available from
Federal sources.

As more and more of the costs for postsecondary education is
foing tu be shifted to families and to States, it becomes increasing-
y important that as we talk about the reauthorization, we do ev-
erything that we can to make sure that we can marry the contribu-
tions available from States with the contribution available from
the Federal Government so that we maximize the assistance to the
students who have the truest need and do not do something that
wo. Id arbitrarily deny an opportunity for the State to add their
dc.lars to the Federal dollars in a way in which we maximize that
kind of student aid and student loan.

If we were to look at very specific as, #cts of Title IV, there are
several that 1 would like to suggest that there be modifications or
at least a rethinking. In terms of the student ranking requirement,
we find that the proposal to support only those students who rank
in the top 90 percent of their college class annually would be a dis-
service to some students who come from disadvantaged back-
grounds. In many cases, their high school background or the high
school opportunities may make it very difficult for them to meet
the 90 percent category. The current requirement that the students
demonstrate satisfactory progress, I feel is a much safer approach
in terms of funding the students who have d.sadvantaged back-
grounds and would eliminate the fear that they may have that not
being able to maintain a ranking in the top 90 percent would cause
them to find need to increase their loan capacity rather than to
seek grant aid, would be another barrier that would discourage
them from trying postsecondary education.

A portion of the reauthorization speaks to a change in the State
Student Incentive Grant program to require that the institutions
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provide a greater percentaie of the dollars for that particular pro-
gram in terms of the match, and in fact it even suggests that it ig
no longer necessary to support SSIG and that it has accomplished
its mission by encouraging the States to provide matching dollars.
We feel that thare are over 212,000 students who currently benefit
from SSIG awards and we do not feel that eliminating this award
program would encourage States to continue their su port for
those students. So we would encourage you to really retgmk that
because we really feel that it is a significant factor in terms of par-
ticipation from some States to support student grants.

e Perkins Loan and Income-Contingent n Programs are
supposed to be self-sufficient under the proposed administration re-
authorization. We feel that the loss of the capital contributions
from Federal sources in 1992-1993 would mean that within our
State, State university students would lose over 40 percent of their
Perkins loan dollars, or about $1.6 million. And that if we were to
look at community college students, they would lose roughly 90
percent of their Perkins loan dollars or about one half a million
dollars, so that currently one out of every five Pennsylvania recipi-
ents would lose their Perkins awards if the Federal capital contri-
Butions were eliminated from the program.

In the case of the College Work Study Program as well as in the
case of the Supplemental Educational Opportunity Grants, the ad-
ministration proposal would increase the contributions from insti-
tutions to support those two programs. The College Work Study
would require an increase of roughly 20 percent, from 30 percent to
50 percent, as the contribution from the institution. For the public
institutions in Pennsylvania, the Pennsylvania Higher Education
Assistance Agency, our State grant agency, provides those match-
ing dollars for public institutions.

The increase in the requirement from 30 percent to 50 percent
would really require either of two things, either the public grant
agency wou{d have to divert State dollars to supplement the college
work study funds for the public institutions or to ask the public in-
stitutions to find, out of institutional aid, an increased contribution
to meet that increasing match. We feel that in either case, we
would either deny access to other students if we were to use insti-
tutional grant funds to meet an increasing match, or we would find
that the amount of the award given to individuals would decrease.
We feel in either case that that is a negative in terms of its impact
upon student aid that would be available 10 students here in Penn-
s;:'lvania. But we would really suggest that there be a rethinking of
that, because we find that in Pennsylvania, we view college work
study awards as a very important part of student assistance on the
college and university campuses and we feel that if we were to go
along with the changes that are being recommended, we would
reduce the amount of dollars that would be available or erode insti-
tutional dollars from other sources.

In terms of the SEOG, we have the same kind of concerns in
terms of the increase in the match and in Pennsylvania, we feel
that it would actually require that the institutional contribution be
multiplied by a factor of four.

Another part of the reauthorization would be to address the con-
cern of the granting agency improvement. One of these would be to

23
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place the full faith and commitment of the State behind the nt
agency. Pennsylvania law would prevent Pennsylvania from g?iing
that for the Pennsylvania Higher Educstion Assistance Agency
and would require that the only way that they could meet the
modification that is being proposed would be to increase the insur-
ance that would be available, which would pass on the cost of that
guarantee to the students and their families, and again would tend
to increase the cost of grants or the cost of a loan and would reduce
the amount of money that would be made available to meet the
student’s aid arrangement. We think that the risk sharing propos-
als that are being presented by the administration, with the excep-
tion of the one that was asking the State to stand behind the grant
agency, are proposals that will increase the ability of the agencies
to recover the dollars and to make sure that we reduce the amount
of default. In some cases, the proposals are already in place in
Pennsylvania and we have been implementing those particular
changes with our Pennsylvania Higher Education istance
Agency. But we do think that those modifications will do a lot to
reduce the risk and eliminate or minimize default and possibly,
without the inclusion of a State guarantee, do much of what you
were really requesting.

I would like to speak for a moment on Title VII, the construc-
tion, reconstruction and renovation of academic facilities. I think it
is important to recognize that many of the academic facilities on
college and university campuses are suffering from deferred main-
tenance, are suffering from the inability to modernize and from the
difficulty that institutions are having to try to acquire the more
modern equipment that is necessary if we are, as a nation, to
become first in science and mathematics. It is impossible to really
try to train adequately young people in the fields of science and in
mathematics without exposing them to the facilities and the equip-
ment that is going to be state-of-the-art and will be available to
them if they move into an industrial or business position. And we
feel that it is going to be important that we not only use the re-
sources from the private and public colleges and universities, and
assistance from the States. There is also an important role to be
played by the Federal Government to assist us in trying to main-
tain the caliber of equipment and facilities on college and universi-
ty campuses that is going to be necessary if we are going to achieve
our goal of being first as a nation in those areas of science and
mathematics.

And then finally, I would like to encourage the support for Title
IX, graduate programs. As the reauthorization bilﬁ’ is trying to
focus and to group a number of graduate programs into Title IX, I
would like to encourage the committee to consider very seriously
that the appropriation that is authorized be of sufficient size that
we can actually fund the various categories of graduate programs
that are being proposed. We see Title IX as a means of trying to
provide opportunities for women and minorities that are often
under-represented historically in certain critical areas, to have
access to those areas. And we would encourage Title IX as a means
of providing the potential for educating young peop!~, women and
minorities, to provide the faculties of the future that are going to
be necessary to really deal with a diverse college anc university

ro

<1




22

student population, to provide the role models and the encourage-
ment that those young people are going to need if they are going to
be successful and if they are going to select the academic disci-
plines that historically have been denied them in terms of their
access in these particular areas.

Again, as the Secretary indicated, it is not our intent to try to
cover in a comprehensive way all of the various categories of ihe
reauthorization bill. We hope that as you continue through the
hearing process and as you work with some of the suggestions that
we have made and others will be making to you, that we would be
willing to try to provide additional information and to be of assist-
ance to you and your staff as we consider the various issues that
we feel are very important as you look at the Higher Education re-
authorization.

I appreciate the opportunity to present this testimony and cer-
tainly would stand willing, with the Secretary, to respond to any
questions that you might have. Thank you very much.

[The prepared statement of Hon. Charles Fuget follows:]

2b
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WR{TTEN TESTIMONY ON REAUTHORIZATION
OF TME HIGMER EDUCATION ACT
JAE 3, 1991
DICKINSON COLLEGE
PRESENTED By:

DR. OHARLES R,

FUGET
COMMISSIONER FOR NIQER EDUCATION
PENNSYLVANA DEPARTMENT OF EDUCATION

CHA[RMAN FORD, REPRESENTATIVE GOODLING AND DISTINGLISED MEMBERS OF ML
SUBCOMMITTEE ON POSTSECONDARY EDUCATION, | AM CHARLES AGET, COMMISS;ONER RR
-IGHER EDUCATION OF THE FENNSYLVANIA DEPARTMENT OF EDUCATION, | WELCOME THE
SUBCOMMI TTEE TO THE COMMONWEALTH AND APPRECIATE EFFORTS OF THE SUBCOMMITTEE
FOR [TS ATTENTION TO THE IMPORTANT ISSUES FACING MIGHER EDUCATION: /HAIRMAN
FORD MAS INDICATED CLEARLY NIS INTEREST IN THESE [SSUES BY HIS INITIATIVE T0
MOLD NEARINGS ACROSS THE COUNTRY, CONGRESSMAN GOODL ING HAS CONTINUALLY
TLLUSTRATED NIS SUPPORT AND DEMONSTRATED WIS LEADERSHIP IN EXUCATION, NATIONALLY
AND IN PENNSYLVANIA, | APPRECIATE THIS OPPORTUNITY TO TESTIFY ON THE REAUTMCRIZA-
TION OF THE WIGHER EDUCATION ACT OF 1965, AS AMENDED,

[ WILL FOOUS My REMARKS ON SOME ADLITIONAL PROGRAMS THAT ARE IMPORTANT
TO PENNSYLVANIANS,

THE REAUIHORIZATION OF THE HIGNER EDUCATION ACT, (NDER TITLE IV - STUDENT
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ASSISTANCE, PROVIDES AN OPPORTUNITY TO AUTHORIZE FEDERAL STUDENT A{D TO [MPROVE
ACCESS AND INSTITUTIONAL QUALITY, A BROAD GOAL MAY BE A FEDERAL/STATE PARTNERSHIP
TO ACMIEVE ACCESS TO QUALITY INSTITUTIONS, TO SUPPORT MME MOST NEEDY STUDENTS AND TO
IMPROVE THE EFFECTIVENESS AND PUBLIC ACCOUNTABILITY oF POSTSECONDARY INSTITUTIONS.
FOR TME PAS™ DECADE, A TREND IN STLDEVTA!D%SBEE.\TUTRANSFERWOFTHE 0§t -
SECONDARY LCATION COSTS TO STUDENTS AC THEIR FAVILIES, ANOTHER TENDENCY #3§ BEcw

TO TRAVSFES “ORE 2057 oF AL i %G STUDENT AID PROGRAYS TD STATES, POSTSECCADARY

INSTITUTIONS AN™ THE PRIVATE SECTOR,
IT ONLY TAKES A MOMENT TO REVIEW THE DATA TO DEMONSTRATE THAT SIGNIFICANT

TRANSFERENCE ALREADY MAS OCCRRED, SINE 1981-82, THE COSTS OF ATTENDING COLLEGE
MAVE MORE T-AN DOUBLED. DURING THIS SAME TIME, TOTAL AID FOR POSTSECONDARY STU-
JENTS FRO¥ ALL FEDERAL PROGRAMS GREW BY ONLY 36 PERCENT, TITLE [v PROGRAM
DOLLARS, THOSE WNICH ARE GENERALLY AVAILABLE TO TME MDST STLOENTS, GREW BY NEARLY
70 PERCENT, FEDERAL GRANT DOLLARS (PELL GRANTS, SUPPLEMENTAL EDUCATIONAL OPPOR-
TUNITY GRANTS AND STATE STUDENT INCENTIVE GRANTS) GREW BY 82 PERCENT, WiTH PELL
GRANT DOLLARS NEARLY DOUBLING, AN INCREASE OF @ PERCENT. HOWEVER, WELL OVER HALF
T INCEEASE IN PELL CRANT DOILARS TO POSTSECONDARY STUDENTS WENT TO THOSE AT/END~
ING PROPRIETARY BUSINESS, TRADE AND TECHNICAL SCHOOLS RATHER THAN COLLEGES,

AGGRECATE PELL GRANT DOLLARS TO CQUIEGE STUDENTS GREW BY UNDER 45 PERCENT SINCE

198382,
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TNEREFORE, FEDERAL AID TMAT IS GENERALLY AVAILARE TO MOST STUDENTS
AND FEDERAL GRANT AID THAT IS MOST EFFECTIVE [N HELPING STUDENTS GAIN ACCESS
TO EDUCATION, DID NOT <EEP PACE w.TH THE COST STUDENTS MAD TO PAY TO ENOLL I8
COLLEGES AND JNIVERSITIES,

THIS SITUATION §S EXACERBATEL BY THE -ACT TWAT FAMILY INCOMES SINCE
1981 &2 KA/ INCREASED 87 ™._v 54 PERCENT, THUS (uSTS DOURED, GENERALLY
AVAILABLE FEDERAL AID [NCREASED BY ONLY TWO-THIRDS, AND FAMILY INC MES BY
ONLY HALF, LEAVING STLDENTS AND TMEIR FAMILIES WITH A GREATLY REDUCED ABILITY
TO AFFORD POSTSECORCARY EDUCAT JON,

THE STATES NAVE TRIED TO MAXE UP FOR SOME OF T~E RELATIVE LOSSES OF
FEDERAL AID, MORE ThHAN DOUBLING THEIR AGGREGATE GRAN™ DDLLAR AWARDS SIMCE
IGR1-82, AT TNE SAME TIME, INSTITUTIONS “AVE INCREASED TNE AMOUNTS OF AID THEY
AWARD STUDENTS FROM THEIR OWN RESOURCES BY ALMOST THRSE T MES THE AMOUNTS THEY
AVARDED IN 1981-82, IN THAT YEAR, 17 PLRCENT OF STUDENT AID FROM ALL SOURCES
CAME FROM STATES AND INSTITUTIONS, IN 1983-80, NE MOST RECENT YEAR FOR WHICH
COMPLETE DATA ARE AVATLABLE, 27 PEICENT OF STUDENT AID FROM AL SOURCES CAME
FROM STATES AND INSTITUTIONS, CLEARLY TME (OWER RATE OF GROWTH IN FtDERAL
AID HAS TRANSFERRED MORE OF TME TOTAL SURDEN OF PRUVIDING STUDENT AID

DOLIARS FROM THE FEDERAL GOVER'QENT TO OTHFRS IN THE FINANCIAL AID

o>
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PARTNERSHIP, EOUALLY AS CLEARLY, MORE OF TME TOTAL CUSTS HAVE BEEN TRANS-
FERRED TO STUDENTS AND THEIR FAMILIES,

THIS BUDGETARY PROPUSAL REQUIRES 208T3;E00NTARY STUDENTS TC RANK IN T=E
TOP 90 PERCENT OF THEIR CLASSES TO CONTINUE TO REMAIN ELIGIBLE FOR TITLE IV
ASSISTANCE, TNIS PROPCSAL RcPRESENTS A DEPARTURE “ROM T-E CURRENT POLICY
A OnING INSTITUTIONS TO DEERMINE WSEV AIC RECIPIENTS ARE MAKING 7SATISFACTORY
ACADEMIC PROGRESS™ AND WHEN TO CONTIME TO ASSIST THEM, CURRENT REGULATIONS
REGARDING "SATISFACTORY ACADEMIC PROGRESS” ARE WORKING QUITE WELL., TNERE IS NO
NEED TO QUT AID RECIPIENTS FROM FEDERAL PROGRAMS, MANY OF THOSE nHO WOLD 8E
CUT WOULD BE MINORITY/POVERTY STULENTS WHO WERE ADMiTTED wITH SEVERE FINANCIAL,
ACADEMIC AND SOCIAL MANDICAPS WHICN THEIR INSTITUTIONS ARE ME PING THEM TO
OVERCOME

THIS PROPOSAL , IF IMPLEMENTED, WOULD DIMINISH AID PROGRAMS' ABILITY TO
AHIEVE ONE & HE THREE BASIC GOALS OF FINANCIAL A[D, ENMANCING RETENTON IN
POSTSECONDARY EDUCATION, MORECVER, THE PROPOSA. IS VERY LIKELY TO DIMINISH
ABILITY TO ACHIEVE ANOTHER BASIC FINANIAL AID GOAL, ACCESS 7O POSTSECONOARY EDUCA-
TION, BECAUSE THE MOST EDUCATIONALLY NANDICAPPED STUDENTS WILL BE CONCERNED THAT

THEY WOULD MAVE TO MEET HIGNER ACADEMIC STANDARDS IN ORER TO REMAIN IN COULLEGE.
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CURRENTLY MANY MINORITY/POVERTY STUDENTS ARE RELUCTANT TO SEEK POST-
SECONDARY EDUCATION BECAUSE TMEY MUST ACCEPT LOANS TO PAY FOR ITS COSTS AND
ARE CONCERVED ABOUT THEIR ABILITY TO SUCCEED AND BECOME ABLE TO REPAY THE LOANS,
ADDING ANOTMER BARRIER WILL VERY LIKELY FURTNER DISCOURAGE THEM FROM
EVEN TRYING O ENROLL,
SIATE_STUOENT IMCENT]VE GRANT PROGRAM (§5161

IN THE AMINISTRATION'S PROPOSED REAUTMOR{ZATION, SSIG PROGRAM FUNDS WORD BE
LOST ENTIRELY. 1T IS ARGUED THAT THE S$SIG PROGRAM “LONG AGO ACCOMPLISNED ITS
OBJECTIVE OF STIMAATING ALL STATES TO ESTABLISH NEED BASED GRANT PROGRAMS.”
HOWEVER, OVER 212,000 STUDENTS NATIONWIDE BENEFIT FROM SSIG AWARDS, [T S REASON-
ABLE TO PREDICT THAT RESCINDING SSIG FUNDING MAY CAUSE SOME STATES TO CUT THEIR
FUNDING ENTIRELY, FEDERAL FUNDS ARE NECESSARY AS AN INCENTIVE TO STATES TO PRC-
VIDE NEED BASED GRANT AID,

THE ASSERTION THAT COLLECTIONS FROM PRIOR LOANS ARE SUFFICIENT TO SUPPORT
THE PERKINS {OAN PROGRAM MAY GENERALLY BE TRUE, BUT NOT FOR ALL INSTITUT(ONS
IN PENNSYLVANTA, L0SS OF FEDERAL CAPITAL CONTRISUTIONS IN 1952-93 wOllD MEAN
THAT STATE UNIVERSITY STUDENTS WOLLD LOSE OVER 40 PERCENT OF THEIR PERKINS LOW

 DOLLARS, ABOUT $1,6 MILLION, COMMUNITY COLLEGE STUDENTS WOULD LOSE NEARLY
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90 PERCENT OF THEIR PERKINS LOAN DOLLARS, ABOUT A HALF MILLION, ALMOST ONE
OUT OF EVERY FIVE PENNSYLVANIA RECIPIENTS WOI2D LOSE WIS OR MER PERKINS AWARD
IF FEDERAL CAPITAL CONTRIBUTIONS WERE ELIMINATED FROM TME PROGRAM,

COLLEGE MORK-STLDY PROGRAY (CwSP)

THE REAUTHORIZATION PROPOSES A 33 PERCENT (UT N FEDERAL RANDS FOR THE
COULLEGE WORK-STLDY PROGRAM (OWSP), SUT IT PROUECTS ONLY A 9.2 PERCENT (0SS OF
TOTAL WORK-STUDY FUNDS TO STUDENTS, BECAUSE |T PROPOSES TO RAISE THE CURRENT
[ISTITUTIONAL MATCHING REQUIREMENT FROM X) TO 50 PERCENT,  INSTITUTIONS
WOULD BE ASKED TO MATCH THE(R 19R2-93 OSP ALLOCATIONS ON A DOLLAR-FOR-DOLLAR
BASIS,

TO RECEIVE §20,2 MILLION IN ONSP ALLOCATIONS IN 1991-G3, FOR AN AWARD
TOTAL OF $40,4 MILLION, THE COMOMEALTH AND ITS INSTITUTIONS WOUD HAYE TO
INCREASE THEIR FUNDS DEVOTED TO WORK-STUDY MATCHING PURPOSES BY 2 PERCINT.
FROM 810,5 MILLION TO 20,2 MILLION. BUT BY ALMOST DOUBLING STATE AND INSTI-
TUTIONAL EXPENDITURES FOR WORK-STUDY FUNDS, PENNSYLVANIA STUDENTS WOULD HAVE
FEWER TOTAL OWSP DOLLARS [N 19%2-93 ThaN IN 1991-Q2, $0.4 MiLLION VERSUS
$3.3 MILLION, THIS IS A PERFECT EXAMPLE OF TME BUDGETARY INTENT TO TRANSFER

COSTS OF FUNDING STUDENT AID PROGRAMS FROM TME FEDERAL GOVERNMENT TO THE STATES

AND INSTITUTIONS,
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METING THE DEMWD FOR INCREASED INSTITUTIONAL MATCHING FUNDS MOULD RE-
QUIRE COLLEGES AND UNIVERSITIES TO €ITER REDISTRIBUTE CURRENTLY AVAILANE
RESOURCES FOR FINANCIAL AID FROM OTMER INSTITUTIONAL AID RECIPIENTS ANDVOR TO
INCREASE TME AMOUNTS OF INSTITUTIONAL FUNDS ANARDED TO ALL STUDENTS, IF INSTI-
TUTIONS CHO 3E TME FORMER ALTERNATIVE, OTNER STUDENTS WILL LOSE ACCESS TO AID.
IF THEY CHOOSE THE LATTER ALTERMATIVE, THEY WILL MAVE TO RAISE THEIR TUITIONS
TO PRODICE THE ATDITIONAL NEEDET REVENUE, THUS CAUSING COSTS TO AL STUDENTS,
NON-NEEDY AS WELL AS NEEDY OWSP RECIPIENTS, TO RISE, INCEASED COSTS WILL, IN
TURN, ABSORB OTHER FEDERAL AXD STATE FINANCIAL AID RESOURCES AS FINMCIAL NEED
INCREASES,

PENKSYLVANIA INSTITUTIONS HAVE ALWAYS VIEWED THE COLLEGE WORK-STUDY ANARD
AS A CRITICAL CUPFLNENT OF THE STLDENT AID PACKAGE. RECENTLY, EARNINGS FROM
WORK-STLDY JOBS MAVE BEEN PROMDTED AS EFFECTIVE RESOURCES TO PREVENT EXCESSIVE
STUDENT SORROWING WHILE GIVING STUDENTS A CAREER-RELATED WORK EXPERIENCE,
INADEQUATE WORK-STUDY FUKDS WILL RESLLT IN FEWER STUDENTS GAINING THE ON-TME-

JOB EXPERIENCE WHICH OPENS THE DOOR TO EMPLOYMENT AND ENHANCES THEIR ABILITY

TO REPAY STUDENT LOANS,




THE REAUTHORSZATION PROPOSES RAISING THE INSTITUTIONAL MATCHING REQUIRE-
MENT IN TNE SEQG FROM TME CURRENT 15 pERCENT TO S0 PERCENT IN 192, IN CRDER
TO RECEIVE §29,55 MILLION IN FEDERA_ SEOG ALLOCATIONS IN 199192, PENNSYLVANIA
INSTITUTIONS WiLL HAVE TO PROVIDE $4.43 MILLION IN MATCHING FLNDS, MOWEVER, TD
RECEIVE AN ESTIMATED $19,72 MILLION ALLOCATION (N 19%2-93, INSTITUTIONS WILL BE RE-
QUIRED TO MATCH THIS AMOUNT DOVLAR FOR DOLLAR, WHICH MEANS THEY WILL HAVE TO QUAD-
RUPLE THE ANNUAL INSTITUTIONAL RESCURCES THEY MAXE AVAILABLE YO SEOG RECIPIENTS,

THE INCREASED MATCHING REQUIREMENT FOR THE SEOG WOWLD MAVE TME SAME EFFECTS
ON INSTITUTIONS AS THE INCREASED MATCHING REQUIREMENT FOR THE CWSP, INSTITUTIONS
WOULD HAVE TO REDISTRIBUTE CURRENT FINANCIAL AID RESOURCES AND/OR RAISE ADDITIONAL
FINWCIAL AJD REVEMUES BY INCREASING TUITION, EITHER ACTION WOULD PRODUCE NEGA-
TIVE EFFECTS. HERE, AGAIN, 1S AN EXAWLE OF ATTEMPTING TO TRANSFER THE COSTS
OF PROVIDING STUDENT AID FROM THE FEDERAL GOVERNMENT TO SOME OTHER PARTY, IN THIS
CASE, INSTITUTIONS,
GUABANTEE AGENCY [MPROVEMENTS

THE "RISK SHARING” PROPOSAL TO REQUIRE STATES TO "BACK A DESIGNATED GUARANTEE
AGENCY WITH THE FULL FAITH A'D CREDIT OF THE STATE OR SUBJECT TME SCHOOLS LICENSED IN

THEIR STATE TO A RISK-BASED PREMIUM ASSESSES BY THE DEPARTMENT OF EDUCATION TO COVR THE
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CBLIGATIONS THAT WOULD NOT BE MET BY THE STATE" PRESENTS SEVERE PROBLEMS FOR
US AND, WE SUSPECT, MANY OTHERS. PENNSY.VANIA LAW CURRENTLY PROMIBITS GIVING
FULL FAITH AND CREDIT TO PHEAA, THE PENNSYLVANIA HIGHER EDUCATION ASSISTANCE
AGENCY, W08 [S THE STLDENT LOAN AGECY IN THE COMONWEALTH. WE SUSPECT THAT
LAMS IN OTHER STATES PROMIBIT GIVING FULL FAITH AND CREDIT TO PRIVATE GUARANTEE
AGENCIES FUNCTIONING THEREIN, IF THIS PROPOSAL IS IMPLEMENTED AND PHEAR IS NOT
GIVEN TME COMMONWEALTH'S FULL FAITM AND CREDIT BACKING, T WOULD MEAN THAT GREATER
INSURMNCE PREMILUMS WOULD HAVE TO BE CHARGED TO STUDENT BORROWERS, AND POSTSECONDARY
INSTITUTIONS WHOSE STUDENTS HAVE A MIGHMER-THAN-AVERAGE DEFALLT RATE WOULD HAVE TO
B CHARGED FEES TO PARTICIPATE IN THE PROGRAM, THIS WOULD RESULT IN INCREASED
COSTS T0 STUDENTS AND WOULD RESULT IN SEVERE RESTRICTIONS |N STUDENT ACCESS 10
LOANS, AS MANY SCHOOLS NOULD BE UMWILLING OR UNABLE TO AFFORD THE COSTS OF SUCH
FEES,

IF THE OTHER "RISK SHARING” PROPOSALS WERE IMPLEMENTED, AND THE PROPOSED
AGUARANTEE AGENCY IMPROVEMENTS" CAN BE IMPLEMENTED WITHOUT UNNECESSARILY INCREAS-
ING AGENCY ADMINISTRATIVE BURDENS AND COSTS, WE SEE NO REASON YO REQUIRE ™

FULL FAITN AND CREDIT BACKING OF THE STATES.

30
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TITLE V1] ~ CONSTRUCTION, REQONSTR.CTION AND RENQVATION OF ACADEMIC FACILITIES

[ STRONGLY URGE THE COMMITTEE TO CONS{DER AUTHORIZING AN APFROPRIA-
TION FOR FISCAL YEAR 1897 T0 SUPROAT TWIS TITLE. COLEGES AND UNIVERSITIES MAVE
BEEN UMABLE TC YEET THE (NCREASING NEEDS OF NEW ACADEMIC FACILITIES OR TO PROVIDE
THE RESOURCES TO PERMIT THE nENOVATION AN /OR REMODELING OF EXISTING FACILITIES.
IN ORDER TO MEET THE MATIONAL GCAL TD 8BS FIRST IN SCIENCE AND MATHEMATICS, IT IS
NECESSARY THAT WE PROVIDE QUR PCSTSECONDARY [NSTITUTIONS wiTH THE FACILITIES AND
RESOLRCES NECESSARY TO TRAIN AND RETRAIN TZACHERS AND OTHERS ENTERING THE WORK-
FORCE [N T™HE FIELDS OF SCIENCE AND MATHEMATICS, THE AMOUNT OF DEFERRED MAINTENANCE
ON MOST COLLEGE AND UNIVERSITY CAYPUSES, AS WELL AS THE QUTMODED ACADEMIC ( 1BRARY
FACILITIES, MAXES IT DESIRABLE FOR Tr€ FEDERAL GOVERNYENT TO JOIN WITH THE STATES
AND ACADEMIC INSTITUTIONS [N SUPPORTING CONSTRUCTION AND RENOVATION PROECTS. T
TREMENDOUS COSTS INVOLYVED N UPDATING ACADEMIC FACILITIES AS WELL AS THE VALUE
TO ECONOMIC DEVELOPMENT ENCOURAGES THE DEVELOPMENT OF PARTNERSHIPS IN ORDER TO

SUPPORT THIS TITLE.

TITLE (X - GRAVATE PROGRAMS

THIS TITLE PROVIDES FELLOWSHIPS FOR STIDY IN THE ARTS AND HUMANITIES, AND
IN AREAS OF NATIONAL W ED, SUCH AS MATHEMATICS AND SCIENCES. | URGE TN

COMMITTEE TO SUPPORT THIS TITLE AND TO ASSURE THAT SUFFICIENT FUNDS ARE APPROPRIATED

36
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TO SUPPORT GRADUATE OPPORTUNITIES SOR MINORITIES AND WOMEN IN FIELDS IN WHIOM

TREY ARE HISTORICALLY UNDERREPRESEVTED, TME LEVEL OF FUNDING SMOWD BE SUFFICIENT

TO ENABLE [ASTITUTIONS OF MIZMER EDUCATION TO ACTIVELY RECRUIT UNCERREPRESENTED

GROUPS IN ACAOEMIC DISCIPLINES EXPIRIENC MG CRITICA_ NEFDS FOR FACULTY POS|-

TIONG I8 T-2 FUTURE, THIS "ITLE, ALONG WIT™ S_7PORT FOR STATES AND PRIVATE

INSTITUTIONS TO PRCVIDE SO ASSHIP ASD TARGETED TC ¥INORITY STUDENTS, WOULD

X MUOH TO WCREASE T~€ PARTICIPATION OF MI*QRIT ES I PCSTSEL INDARY EXCATION,

THE PENNSYLVANIA DEPAR. ENT OF EDXKATION wilL CONTIME TD REVIEW AND MOt TOR

THE PROGRESS OF THE ~IGRER EDUCAT[ON REAUTMORIZATION ACT (N THE COMING MONTNS,

IT HAS NQT BZEN MY INTENTION TO PROVIDE AN INC.AS;VE OR COMPPINENSIVE REVIEW

AL OF DE ISSUES ASSOCTATED wiTh TRE REAUTMORIZATION, BUT TO FOCUS PON ZFVERAL

AREAS OF | NEST INTEREST TO THE COMMOWWVEALTH OF PENMSY_VANIA.  WE wOULD BF HAPPY

TO CONTIME TO WORK WiTH THE COMMITTEE STAFF N AN EFFORT TO PROVIDE ADD!TIONAL

INFORVATION, [F ATCESSARY, ABOUT THE PARTICULAR [SSUES THAT WE HAVE JDENTIFIEL

NERE TQDAY, WE APPRECIATE D OPPORTUNITY THAT ~AS BEEN PROVIDED TO uS 10

PRESENT ™IS TESTIVMONY 0N THE REAUTMORIZATION OF “<E ~I5ER FOUCATION ACT,
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Mr. Gaypos. Thank you very much and I will recognize Mr.
Goodling for purposes of asking any questions he may have,

Mr. GoopuiNg. I have just a couple, Mr. Secretary. You talked
about the need to be trained or have a training program. If you
were going to design a pr¢>§ram, where would you focus your re-
sources for teacher training?

Mr. CagrroLL. In Pennsylvania, the responsibility for establishing

standards rests with the State Board of Education. The Depart-
ment of Education serves as their staff and we are beginning com-
prehensive review of teacher education. First, we think the respon-
sibility, at least initially, to get people started, rests with the col-
leges and universities tf‘;at prepare them. In Pennsylvania we still
issue, in effect, a beginning certificate to the graduates of those
programs. But as our review proceeds, we see a need to stretch this
process out to incorporate partnershiﬁs with basic education insti-
tutions to use terms and programs like induction, mentoring, and
not grant permanent certificates quite so quickly as we have in the
past.
So I would see (a) aid to colleges and universities, but (b) also
then to account for that postsecondary side or postgraduate side
that I am talking about, the elementary and secondary piece, in re-
gional organizations or others who could create development cen-
ters that would help meet that part of the obligation. It could be in
a school district, it zould be a Pennsylvania intermediate unit, it
could be lots of different places, but we see that we cannot draw
that line so neatly between a 4 year college education ‘r.at includes
a student teaching her clinical experience and what happens in the
first say, 5 years of a teacher’s practice. And so we are looking at
redesigning our program approval standards. It is inevitable that
there are some colleges and universities who will fall out as a
result of that if we apply them fairly and aggressively. Not every-
one is committed to preparing teachers or has the ability to do it,
but we want the best. So we have recruitment sides to get young-
sters interested in education. We have strengthening of colleges
and universities to prepare at least the opener, if you will. And we
see a partnership between basic and higher education once a teach-
er has started and before they are locked into something called life-
time certification.

I guess where I would start--sounds like I would start every-
where, Congressman, but I know you cannot do that, So 1 think I
would start looking at the recruitment side of it and I think I
would start to look at what happens after the student is a college
graduate.

Mr. GoopuinG. I told the Chairman before that I did not know
how much we could deal with higher education in relation to train-
ing and retraining teachers, but if there is an thing we can do to
cause change, 1 would hope we would do it. I suggest you might
look at the bill I introduced last week hoping it wil get some recog-
nition by the committee as we go through this process because 1
think we need to do a lot in relationship to partnerships—and set
up sort of a “LEAD" program for teachers.

Mr. CarrorL. We have a lead program also, 4,000 teachers have
comgleted that program and at the least, it has improved their
teaching skills, but at the best, it has enabled them to transport
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those to other members of their faculty. So while we have some
mixed success with that, we like that 1dea, we are continuing to
fund it with a State appropriation of—I think this year about four
million dollars for our piece of it, but we have waiting lists. We
could handle another 4,&0 teachers every year. So it is an expand-

i , it is a good idea.

n%dgmuuc, Commissioner, the new Secretary I believe has
backed away from the 90 percent; however, I have a lot of concern
when we throw out phram like “ability to benefit,” ‘“maintaining
satisfactory progress’' and so on because I am not sure what that
means from one institution to the next, if it means anything. So I
guess my question to you would be should not the States have a
gm&r role in dealing with the default problem, for instance since

tates are responsible for licensing the institutions.

Mr. Fuger. Well | think when you start thinking of default,
often people look at the Yroprietary sector as being the sector that
has the maximum problem. We seem to be fairly fortunate in
Pennsylvania in that we do have a process that involves a license
approval procedure for a proprietary institution that appears to
have stabilized the institutions so that we do not have a rapid turn-
over in institutions and we do not appear to have the obvious con-
cerns that seem to have been a part of some other sectors or other
regions of the country.

think that there would be some advantage to possibly mandat-
ing that the States possibly play a more active role in terms of the
license procedure, tie that more closely to reviewing the status of
the institution in terms of the ability of students to both benefit
from the educational process, that there is an educational process
that leads to placement and that there are jobs available so that
the students have the opportunity through their income to repay
the loans that they have received.

Some of those modifications are in effect, 1 think possibly some
more have to be placed in effect. Some of the reauthorization lan-
guage would include some steps that would make it less convenient
or an institution to attempt to just recruit anyone off the street
and assume that they can benefit in terms of their financial bottom
line, whether or not they provide an education to the student.
There are some delays in terms of reimbursement and some other
characteristics that would tend to mandate that the students do
more,

The language of either “successful progress’ or “ability to bene-
fit" has some pluses and minuses. It would seem that in some
cases, some of the programs that we are talking about would re-

uire a certain educational ability in order for a student to success.
ully complete the program. So that the ability to benefit may have
some measurable indicators or measurement instruments that
might be possible. It is difficult with open-enrollment institutions
to require that students who may be looking almost for a GED and
some of the other literacy advantages would be denied that oppor-
tunity up front because they would not demonstrate some of the
key indicators that might be used for a specific vocational or col-
lege transfer program. Successful progress does vary from institu-
tion to institution but should be closely tied to graduation require-
ments and the ability of a student in a very fixed period of time to

39
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meet those graduation requiremsnts and actually to secure a
degree or a certification. So hopefully we can translate that into
some measurement.

Mr. CarroLL. Let me comment also that we are re-examining
completely our licensing standards, or particularly—I am talki
about proprietary schools. We plan to get tough with those an
tough in our administration of them and we will shortly introduce
legislation that will permit, will develop a system of self-insurance
so that if a proprietary school goes out of business, the student will
be guaranteed from the self-insurance pool funds to carry out the

romises that were made by the institution before it went belly up,
if you will, So there are some things that we are trying to do on
the proprietary side.

But on satisfactory progress, as you know, institutional autom-
omy is one of the stre of our higher educstion system and we
have—maybe I have a little more confidence than you in their abil-
ity and maybe I am putting words in your mouth, but their abilit
to judge that. And the important thing is that they graduate wit
necessary skills and abilities, and institutions working directly
with kids, I think we should say—and adults—we think should be
in charge of that,

Mr. GoopLing. No further questions.

Mr. Gaypos. Just one question on this proprietary school, you
mentioned a crackdown, would there be a general crackdown on all
schools?

Mr. CarroLL. We are going to have to do it in phases, but yes, we
are going to set the new standards, we have private boards who
deal with the standards. We are going to be encouraging them to
toughen up and at that point our staff deals with the application of
those standards. We already have some excellent experience be-
cause if you will look at the record, our veterans training schools
have, for the most imrt, been verly reliable and very solid. That has
not been a national experience, I know, so you know, we think we
are in a position to move on. And by the way, we are getting a lot
of support from those proprietary schools. Most of them want this,
they want to be able to say they have met high standards and so
we are not anticipating problems with it, but yes—and again, the
consequence will be some will shut down.

Mr. Gaypos. On the questioning of licensing, Commissioner,
which you have a lot to do with, how many licenses have you re-
fused in say the last 4 or 5 years—a substantial number, a few?

Mr. CagrrouL. In terms of the proprietaries, I would say that it is
not a substantial number. In many cases, some of that is self-selec-
tion, a school will choose not to apply for relicensing. Their license
1 think is a 2 year license, so that there is an automatic renewal
process, and over a period of time the total number of institutions
that are licensed as a part of the private licensed schools, has re-
duced somewhat and we are looking at a further reduction as there
is an adjustment being made in that entire sector, where institu-
tions that see themselves as not being able to fulfill their commit-
ment or its not being profitable, self-select up. But I would say
there have been a limited number in which there has Seen a deci-
sion or an action by the State that would have initiated a refusal
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on the part of that. There have been a number of investigations
that have resulted in some changes.

Mr. GAaypos. Mr. Petri.

Mr. PerR1. Thank you.

I guess there are lots of questions, but we have limited time, so I
will restrict myself to one. That is how to improve the Federal Gov-
ernment’s ability to deal with the student default problem in the
student loan program. This campus, according to the President'’s
testimony to follow, has a default rate of .5 of 1 percent with 371
graduates who are paying back loans. If that were the national av-
erage, there would not be a problem. The program would be a great
Success.

Do you have any ideas at all as to what changes we can make to
bring more campuses into line with this one? Would it make sense,
for example, to re«Luire, as we do with small business loans, that
when the bank makes a guaranteed loan, the Federal Government
guarantees 90 percent, but the bank has to take a loss if the loan is
not repaid—to have the colleges co-sign the loans in effect, and get
a bonus if they have less than some percentage of loss and have to
ggy back if they have a higher percentage? The university seems to

, or the college seems to be 1n a better ition to evaluate the
individual, and also to keep track of the individual because it is in-
terested usually in getting some alumnae contributions down the
road. So if we could put our interests in line with yours, we might
get a better repayment rate than we do now.

But in any event, if those are impractical ideas, let me know; if
you have any others, I would certainly appreciate hearing them
today or before we actually write the iill. e want to deal with
this problem in a way that preserves access to student loans, but
cuts way back cn the default rate.

Mr. Fucer. Some of the suggestions that are being advanced in
terms of the risk sharing with guarantee agencies moves in a direc-
tion that is already part of the Pennsylvania action. And I am sure
that later testimony today would address some of the itemns that
the Pennsylvania ¥{igher Educution Assistance Agency has in
place, the ability for attachment of wages, processes in which there
is issues of default that can be moved very quickly by the agency so
that we are able to fairly quickly—the agency is able to fairly
quickly try to follow up on the number of loan programs that they
are responsible for here in Pennsylvania.

I am not sure that trying to mcve that all down to the level of
the college or university would be an effective way because it
would really require, in some cases, excessive personnel and addi-
tional staff that might be n~cessary in order to do the kind of
follow up that I think to some extent the Higher Education Assist-
ance Agency in the Commonweaslth is doing. But I think that some
of the risk sharing proposals that are a part of the reauthorization
bill go a long way to using some of the tactics and some of the pro-
cedures that are being used in Pennsylvania so that the overall de-
fault rate in Pennsylvania is very low. And on some of the campus-
es where the additional counseling and separation counseling that
takes place as students graduate or leave the campus, goes a long
way in encouraging students to accept their responsibility to fulfill
the commitments they made when they initially had the loan. And
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I think that some of that is not present in some other regions of
the country.

Mr. Gaypos. Mr. Gunderson.

Mr. GUNDERSON. Thank you, Mr. Chairman. I too, in the interest

of time, will only ask one question, but I think it is a question that
is helpful as we are in the field rather than in Washington listen-
ing to all the association representatives.
n% do not think that there is any doubt that everybody here sup-
ports increased funding for higher education. Part of the reason for
that is that we are trying to respond to the expanding role of
higher education in the 21st century work force in training and re-
training. The problem that we have is that we cannot keep up.

Dr. Fuget, by your own testimony, Title IV program dollars
during the decade of the 1980s grew nearly 70 percent and yet we
lost ground because the cost of higher education more than dou-
bled. How do we deal with that? I mean we are well above and
beyond the rate of inflation in terms of increased Federal dollars
and yet we are falling behind. And so we are not using our dollars
for expanded programs, we are just trying to keep up with colleges’
increased tuition.

Mr. CarroLL. I would just like to say we too have been wrestling
with that. I put on the table for discussion some, what others con-
sider very bizarre, notions and so I would not want to bring them
up in front of you but maybe we could talk privately about produc-
tivity, efficiency, drop-out rates and all of that sort of thing that
seems to be applied to basic education rather comfortably but not
to higher education.

I see too many of my friends behind me here, so maybe I ought
to be more discreet and to say to you it is an issue, it is worse in
medical care and I think you all are aware of that. How we get a
handle on these escalating costs is going to be one of the chal-
lenges—and it is not of the decade, it is of the next 2 to 3 years. If
not, it is going to be runaway. We are going to create two societies
as far as education is concerned; the wealthy who can say wherever
1 want to go and the poor that we help. And the middle class will
lose. There is no easy answer to it. Chuck will not propose that we
ask college professors to teach 21 or more credits per semester or
anything like that, although one of the problems we have, and I
know many of the presidents in the room are aware of it, we in
effect make a deal with a student. We say you come to our univer-
sity, you study, say computer science, here is your program. And
then frequently in the junior year or even earlier, we say we
cannot offer that course for a lot of reasons, and we put these stu-
dents in the bind of rearranging their lives to come back either in
the summer, or go to another institution. There are problems like
that all around. We are pretty effective in Pennsylvania in mini-
mizing that, but it does happen.

I think a lot of it has to do with productivity and efficiency and 1
:lviSh I could wave a wand and tell you, Congressman, but I cannot

o it.

Mr. Gaypos. The Chair feels moved to lift the restriction one
question. Because the one question brings around four or five. So
you can ask as many questions as you want, no limitation.

Mr. Wolanin, our counsel, do you have any questions?
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Mr. WoraniN. No, thank you, Mr. Chairman.

Mr. Gaypos. No questions. On behalf of the committee, I want to
thank the panel and I want to assure the panel that attention will
be di to what you have said in your written testimony. I
want you to know that the other members that cannot be here will
have an opportunity to review it in depth and give it the recogni-
tion it deserves.

The Chair now calls panel number two; President Fritschler of
Dickinson College right here and President Ceddia, Shippensburg
University President and Dr. John Romano from Pennsylvania
State University. Welcome, gentlemen, and between the three, you
can make a determination who is going to start off.

STATEMENTS OF DR. A, LEE FRITSCHLER, PRESIDENT, DICKIN-
SON COLLEGE, CARLISLE, PENNSYLVANIA; DR. ANTHONY
CEDDIA, PRESIDENT, SHIPPENSBURG UNIVERSITY OF PENN-
SYLVANIA, SHIPPENSBURG, PENNSYLVANIA; DR. JOHN
ROMANO, CAMPUS EXECUTIVE OFFICER, PENNSYLVANIA
_STATE UNIVERSITY, YORK CAMPUS, YORK, PENNSYLVANIA

Dr. FRITSCHLER, Since I am the home team, maybe I will, Mr.
Chairman,

Mr. Chairman and members of the committee, let me begin by
saying how pleased I am that you are here on our campus. We are
delighted to be able to host this hearing and have the opportunity
to say something about the reauthorization of the Higher Educa-
tion Act.

I want to say that Dickinson is an old independent liberal arts
college founded in 1773, about 2,000 students, a budget of about $50
million and 60 percent of our students receive financial aid, $12
million of our $50 million budget is directed directly back to stu-
dents in financial aid.

I wanted to take just one moment to introduce the college to you
because I think it is very important to recognize that in this coun-
try there are many types and sizes of academic institutions; public,
private, large, small, speciaiizing in various things. And I believe
one of the real tricks, one of the real challenges in writing public
policy is to come up with a policy somehow that fits all of those
institutions. And I would be the first to admit that this is a very
daunting task.

I want to talk to you about two or three things that really con-
cern me. The first two are access and choice. Starting with access,
it seems to me that over the past couple of decades in this country,
and thanks to the assistance of governments, this country has
pretty successfully dealt with the access question. That is, there
are colleges and universities available to almoest everyone. So
access to a college education, thanks to the programs tf‘;at have
been put in place, is pretty secure in the United States today.
Schools like this one have done their part. We, for example, give
those $12 million worth of scholarship funds on need blind admis-
sions. We do not give one dime to any student on a merit basis, we
do not give money because someone can play soccer well, can sing
well, can play the flute well or do anything very well. All of our
aid is given on the basis of need. And I think schools that have
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done that have enhanced access in the United States. My concern
with schools like Dickinson in this respect is that we continue, we
can continue to give financial assistance to anyone who applies and
give that assistance strictly on the basis of need. We have been suc-
cessful over the years in doing that, but now costs and resources
have really challenged us to be able to continue that.

The second area of my concern is choice. I would like to see a
system where qualified students could, if they wanted to, select a
school like Dickinson to attend. This is getting to be increasingly
difficult and is, I believe, the main source of my concern. I indicat-
ed a minute ago that there are many t of institutions in the
United States. We feel we offer something special in this t of
institution, which is worth continuing and worth making available
to students who qualify. For example, we have a very low student/
faculty ratio, something in the area of 12-to-1. We have an enor-
mousigr high graduation rate. In the past couple of years it has
been 1 believe the highest in the country, 85 percent of our stu-
dents graduate in 4 years. We have serious students here who are
also serious about repaying their loans. Congressman Petri men-
tioned a few moments a%o that in our school, .5 percent is our de-
fault rate. That is very low, de minimis and we are very pleased
with that.

Also given our independent status and our size, we are able to
innovate in some areas, in science teaching for example, in over-
seas education, we now have six overseas centers which we are sup-
porting here at Dickinson. And by the way, I will soon get off this
college, but I want to tell you we are also very proud that in this
year's graduating class, we graduated 20 percent—let me put this
the other way around, I'm too germanic in this. This year, 20 per-
cent of the students who graduated from Dickinson majored in a
foreign language. We find that to be incredible and very important,
given the kind of future which faces us in the United States. So to

able to graduate a class of nearly 20 percent majoring in foreign
languages, we feel is a real accomplishment.

All right, can we keep this kind of thing up” Well, it is very diffi-
cult to cFrovide the choice for qualified students come here as finan-
cial aid dollars have shrunk. Federal financial aid, as you know,
has not kept pace with the cost of higher education. Qur commit-
ment to financial aid grew from about $2.3 million in 1983 to about
$12 million in 1991. Here at this school, our revenues from Pell
Grants and Supplemental Educational Opportunity Grants have
decreased from five percent of tuition revenues in 1979-1980 to 1.5
percent in this last year. It could, I suppose, happen that that
figure is so insignificant it would not be worth our while to even
participate in the program.

In that same period, Dickinson grant programs have increased
from about ten percent of tuition revenues to over 20 percent, and
the percentage of our tuition and fees revenue which underwrites
student aid went from 8.6 percent in 1979-1980 to 18.4 percent in
1991. And the last figure, the percentage of Federal student aid,
has increased by 52.8 percent in the last decade, while the college
contributions to student aid have increased almost 300 percent.
the burden has been shifted back to institutions of higher educa-
tion and that, for us, means a real challenge to need blind admis-
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sions and a real challenge to giving qualified students the choice of
coming to this institution.

As you know, the squeeze is on the middle class. ] am fascinated
by this term ““middle class’’, by the way. I am not a sociologist. We
find that the biggest squeeze from parents for our prosgéegtive stu-
dents are parents in the income up of $50,000-$75, a year.
Those are the people who are in 3:2 box where most programs do
not reach. More than that of course, they can generally afford it
and do not even ap&l)% for financial aid. than that, there are
programs. Now $50,000 to $75,000 a year as a family income sounds
quite wholesome and quite fulsome. I guess I used to think of
people in that group as wearing white collars and working in in-
dustry at pretty nice jobs, but what we are seeing more and more
is that these are blue collar families with working spouses who
cannot—who score in that range of $50,000 to 875,000 a year and
they are simply cut out of financial assistance programs. They
simgly do not qualify for them.

This of course—the squeezed middle class is putting more pres-
sure on State institutions, which are having to expand. l\gany
schools—thank goodness Dickinson is not one of them~—many pri-
vate schools actually do have extra spaces in their classes where
students could be accommodated if somehow or other the revenue
shifts could occur to make it possible for them to attend those
schools. Instead, we talk in this State about adding additional cam-
puses while some private schools have space on their campus.

Let me switch now to a third topic and that is Title VII of the
Act. We find that our major capital problem in higher education
today is funding academic facilities. \ge have done some planning
on our own campus and we know that our first needs are two new
science buildings. We have done a lot of looking around the coun-
try to find sources to fund those buildings and they are virtually
non-existent, almost not there. A colleague of mine who is in
higher education in a big west coast school said the other day that
trying to raise money for a science building is a little bit like
trying to win the California lottery. Very, very difficult. We need
help with the funding of science facilities.

e did an informal survey of about 24 schools like Dickinson and
we were surprised to see that most of them—1I think there was one
exception in that list of 24—had built a new science building in the
last 25 years. Some had done some renovations, as in fact we have,
but the money available for science construction is very, very
small. And ¢~ many ple can tell you, we are proud of the
number of science graduates we produce in the United States, and
most of the research scientists come from institutions like this one.

Well by way of conclusion, let me make the following recommen-
dations. I hope that we can re-examine eligibility requirement for
financial aid to ensure tha. the needs of the middle class are being
met, as well as maintaining assistance to people whose inccme falls
below that level.

I would like to see in the uew Act some tightening of accredita-
tion procedures for institutions which do have high default rates.
The default rates are very much skewed toward a particular kind
of institution and | think that if we could in fact get those default
rates under control, the averages would begin to look pretty good.
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I hope too that we can create—rather reward colleges that pro-
vide innovative and successful science programs with some addi-
tional support for facilities.

And I would also like to make this suggestion, that we think
about ways to create special grant programs to help underwrite
student aid packages for those institutions which practice need
blind admissions. There has to be some way, I believe, to penalize
institutions which give aid on the basis of merit, even if it is in fact
their own dollars. Dollars being fungible, this ends up meaning
that no matter what portion—no matter where the financial aid
budget comes from, if a portion of it is given on the basis of merit,
deserving students will not see that money. And we ought to find a
way to make sure that the most part, maybe even all, of higher
education’s assistance programs go to students that need them, not
to students who happen to have a good foot for soccer or who
happen to play a flute better than the next guy or who happen to
have certain racial or social characteristics that a school wants at
any given time. Financial aid should be based on need and would
be, I think, of great assistance to all of us if somehow in this new
legislation we could focus on that and encourage and even reward
the schools that do give all of their aid on the basis of need.

Thank you very much.

[The prepared statement of Dr. A. Lee Fritschler follows:)

16




43

STATEMENT
to the
SUBCOMMITTEE ON POSTSECONDARY EDUCATION
COMMITTEE ON EDUCATION AND LABOR
UNITED STATES HOUSE OF REPRESENTATIVES

JUNE 3, 1991
BY

A. LEE SRITSCHLER
PRESIDENT, DICKINSON COLLEGE

Rearing bafore the Committee
Nemorial Hall, 014 West
Dickinson College

Carlisle, Pennsylvania 17013



44
Nr. Chairman and Nembers of the subcommitteet

As President of Dickinson College, I am honored to wslcome you
to Carlisle, Pennsylvan. ., and to the cacpus of one of the nation's
original colonial collagas. Dickinson is an independent, 1ibera}
artes college, which enrolls 1900 students. Our endowment is about
§60 million and our annual operating budget is approximately $s0
oillion. About 608 of our students receive financial aid. Bince
ite founding {in 1773, Dickinson has taken pride in its »mission of
preparing students for lives of leadarship and service to their
professions, their communities, and their country. 1In the context
of that tradition, it is an honor to host this pudlic forum and to
discuss with you the reauthorization of the Figher Education Act of

1965,

As one who has devoted nearly three decades to the study,
teaching, and active pursuit of publioc policy, I am convinced that
the relationship that has developed over the past 35 years between
the federal government and America’s institutions of higher
learning makes senser adequate federal suoport of poat-secondary

sducation has been and_ remaine good publie pgolicy. From ths
*sputnik scara® of tha 1950s, which led {n part te the creation of

the first National Dafense Education Act in 1958, to our discussion
today, Congreses and the colleges and universi{ties across this land
have been joined in common purpcses to educate and prepare

generations of Americans for the challenges and opportunities of

139
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offectiva citizenship. The cooperation of federal and stats
institutions, together with a etrong independent sector, have
created a syster of higher education characterized by a rich
diversity of prograns and institutions, all dedicated to mesting
the needs of & diverse population whila serving the public good.
Iis variaty and special character have allowed American higher
education to teach more people, to produce more original rssearch,
to create sore goods, and to touch mcre lives in pesitive vays than
any other system of education {n history. We have xuch of which to
be proud. Still, a survey of the national and international scens
today and some educated speculation sbout the decades shead, leaves
me with some concern about the future of higher education and tha
issues which confront us most directly. It {6 to the issues of
access, choice, and quality, as these pertain to your
considerations of the reauthorization of the Higher Education Act

of 1965, that T vill direct oy remarks today.

For generations, Americaps have perceived Nigher education
as their passport to upward mobility, successful careers, and more
satiofying and productive 1ives. As a nation we have agreed that
higher education should remain asn available tool for all those
struggling against the tyranny of poverty and ignorancs. As no
nation before us, wa have come to belfave that accegg to higher
education must dbe preserved for all of our citirens and expanded to

include the tnoreasing numbers of our country's minority
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populations.  Acceseibility e one of the first principles of
Anerican higher education.

Picainson, 1like many (nstitutions of highsr education, has
vorked hard to remain accessible to all students, roegardless of
background and soclo-economic circumstances. It is our intention
to do all that we can to remain a viable choice for all qualified
applicants who believe they can benefit from ecur programs and
particular type of education, our adrissions aefforts are
~ggressivaly designed to attract applicants from & variety of
diverss backgrounds and socic-econoric contexts. Together with 13
other independent {nstitutions in the Commonwealth, for example,
Dickinson has created "Access & Choice®, a program almed st inner-
city 9Sth and 10th graders, largely African Arcerican and
Latino/Hispanic etudents. The program seeks to encourags such
youngsters to consider higher education as a resl possibility for
their future. MNeeting such gtudents on their ovn turf, we talk
about self-esteem, hard work, college preparation, and the
availability of financial atd and other support. I balieve that
6uch grassroots ef forts pay off for all of soclety, not just higher
education, since the real beneficiaries are those young students

who are encouraged to venture beyond their current horisons.

Dickinson also continues to admit astudents without
consideration of their ability to Pay (need dlind admissions) and
to provids packages of financisl atd adequate to meet thair
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jdentified need for all four years of attendancs, not just their
freshman yeor. We are awong s mere handful of schools that still
pursue this patk, and I vonder from time to tine just how long wve
vill be able to afford our principles in this regard. The task is

forsidable and has become harder every year.

The sinple fact is that since 1983, the financial aidg burden
that Aaccompanies expanded educatlonal anbitions has shified
dracaticsily from the federal government to the shouldere of post-
secondary institutions. To use my own fnstitution again as an
example, government sources of financial aid in 1983, accoounted fox
$3,560,531 or about 23.3% of pickinson's comprehensiva fes.
College resources devoted to financial aid amounted to $2,313,690
or about 15.28. In 1991, the rolas have reversed. Governmnt
sources of financial aid will account for $5,193,556 or 14.6% of
totsl fees, while College resources anount to $8,137,648 or 22.98.
As measured as a percentage of tuition and fee revenues, Dioxinson
has increased grants for financisl asid from 8.6% in 1979-80 to
18.4% in 1990-91, For 1991-92, in a budget recently approved by
our Board of Trustees, institutionally-besed financial aid

expenditures will scoount for 12,048 of our entirs annual opersting

dudgst.

At the sams tise, neithexr federal appropriations for tha
student aid programs nor the avard amounts have Xept pace vith
tnflation. Adjusted for inflstion {in constant 1987-80 dollars),




48

6
fedoral grant essistance to undergraduatées at indeapandent
fnetitutions grew from $1.164 bdillion to $3.421 bdillion betwveen
1970~71 and 19795-76. During the pericd of greatast grevth {n Costs
which I Dave just cited, howaver. this federal aid declined
drapatically through 1987-88 when it reached $1.101 billion =~ or

less than it had bssn sevantsen Years earlier!

I ap certain that others from whom you seck testimony will
Anform your considerations with specific exanplss and descride in
greater detail than I tha precise effects of such a sguesse upon
resources. What concerns me, and I hope the meambers of this
subcommittes and your collcagues in Congress, is what the eituation
implies for the first principles of higher education which guide
our efforts and to wvhich ocur partnership is dedicated...namsly, the
ability of higher education to remsin generally sccessible to all

who seek {t.

In the days ahead, our nation will face challenges and a pace
of changs unknown in times past. The provision of adoquate federsl
support through Ancressed student financial eid {n the current
reaauthorization will amount te nothing 1less than a national
invastonent in the humsn resources that will be regquired for the
future. Frailure to act now to assure accessidiifty will condenn
the lese woll sducated, particulsrly thoss meabers of minoritios
most affected, to continuing oycles of poverty and frustration as
they are left behind in the competitive and technologically
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deranding workplace of tomorrow. The growing gap betwoer the
‘naves' and the ‘have nots' in our society will incresse, and our
country may £ina {taslf waakaned internally oven while it is forced
to conpete more agyreseively in the growing global economy that

surrounds us.

I am squally convinced that we must recognize the importancs
of Aiversity within the American systew of higher education and
protulgate policies which sustain and enhance the wide varjety of
cheoices available to those who sesk its benafits. Like tha goal of
accaseibility, diversity and choice must be congidarad amgng the
L£irat orinciples of higher gducation and fts partnerehio with

go bec —an ¢« If we
truly belfsve that Awerica‘s diversity is its strength, and {f ws
truly bdelieve that the student population of our colleges and
universities should reflect that diversity, then wa must sssuras
accasa to students from families at all econonic levels even as ve
encourage participsation dy groups of students dafined Ddy race,
sthnic bdackground, and other methods. It is simply not sound
publio policy to have federal prograns of financial assistance
focus £id on & emaller and smaller cohort of students. An element
that has been crucial to the success of Anerfcan higher education
will be lost, perhape irretrievably, if only the poor (with federal
assistance) and the weslthy are able to attend indepsndent
fnstitutions. Independent institutions lixe my own enroll adbout
218 of thase currently attending higher education inctitutions in
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the United Etates. We contribute substantially to the quality and
varisty that characterize the whole system, and we do 1t

effectivaly and largely by our own resoutrces.

It {s one of the ironies of the current situation that
government policies regarding firancial aid s8y {n fact Dbe
insdvertently penalizing the lower-incore groups it s intended to
atd. A recent story in U.8. News and World Repoxt notes that Dany
talented students from middle-{ncore families are self~gelecting
out of jndependent institutions to take advantags of the lover
costs available at prestigious, publicly-subsidigzed universities.
Citing a study by econosists, the story reports that students from
fanilies earning between $40,000 and $65, 000 comprised juast 188 of
private college enrollment {n 1989, That is a decline from 278 {n
1982. In the sane tirxe periocd the percent of uppaer-~{incone students
in private inetitutions increased from 50 to 638, The story
attributss such of the migration to restrictions on financfal aid
for middle class studsnts. An unsettling sidenote to this story is
the suggestion that current funding policies threaten to stratify
highsr education along class lines. Migration from the independent
sector also incroases pressure on state-supported institutions,
which are forced by budget crises to spread services more thinly or
to cut enrollments and raise admissions standards. All of thesa
pressures serve to discourage studants of 1lesser advantage all the

nore from pursuing higher education.

o
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It is essentisl, thorefore, that public policy reflect and
suppert the carefully-wrought partnership bstween public and
private institutions . ich has created the remarkable variety of
sise, location, program, and mission that lies at the heart of the
American educational enterprise. Because of such variety, the
entire system ic strengthened when students are able to =make

eritical cholces in matters that concern them directly.

The cosbination of inflation, rising costs, and the narroving
and exrosion of federal support in the past dacade strikes directly
ot the {issues of diversity and choics, since such issies bave
tanded to de particularly harsh for the independent gector of
higher sducetfion and the middle-income groups in American society,
Again to use my own institution as an exampla: In 1979-80 the
total cost of attending Dickinson was §6,345 or sbout 32.48 of the
national median family income at that time. By 1990, the total
cost had risen to $17,400 or 51.8% of an estimated national cedian
family income of $3),600. In the face of rising costs, studente
and their families drained personal savings and othexr resourcee
vhile the congressionally mandated need-analysis formula enacted in
198¢ rxendered the children of many middle~income faxilles
ineligidle for fedaral assistance. At the same time, historically
important progiamps such ag the Supplemental Educational Opportunity
Crants (SPOG) Perkine Loans, and College Work-Study (CWS) awvards
suffered. Batwaen 1981 and 1991, funding for the SEOG progras
doeclined by 11.9%, funds for CWS dropped by 32.3%, and Perkins Loan

4
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appropristions plunged by 67.5% (in conatant dollars), Funding for
the stats Student Incentive crants (SS8IC) program also decreased by
48.18 over the sare periocd. Coupled with increased restrictions
associated with the Pell Grants, such lack of federal support has
unduly burdened the sons and daughters of middie-income fanilles
and unduly restricted their ability to galect a postsecondary
institution that best maets their sducational abhilities and carcer
aspirations. The students within thi{s group are not faceless
statistics, but rather the sons and daughters of people with whoa
ve might be friends and neighbors. Their parents might own a emall
business, vear a white or a blue collar, and be of any coler =-
they are united, however, in their agpirations for their children
and in thelr willingness to sacrifice personsl comfort ‘o
contribute substantially of their own resources to the costs of
higher education. Responding positively s :d in meaningful ways
through the Higher Education Act to their needs is farsightsd and
good pudlic polioy.

A few weeks ago, Dickinson graduated its 2i18th class of
seniors -- 520 young men and women of promise passed through this
very room to receive a diploma on the steps of 014 Wast. Among
these graduates were many students who had benefitted from Title IV
funds (Perkins/Stafford loans), tha mean aggregate loan amount is
$13,000. For some few studants in the group this amount SUIpaSSes
$20,000. I hasten to note that this indebtedness le exclusive of

all loans and other debts parents may have assumed and for which ve
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have no figures, Our concerns on this account are twofolds firet,
that the vision of such financial burden will preclude many
qualified and worthy applicants fron seeking Dickinson as their
first choice undergraduate institution; and secondly, that the debt
incurred by those who g0 sttend might exert undue influencs on
career choices that are important to then as individuals and to the
greater society they might benefit., How unfortunate it would de,
for example, if the demands of debt ropayment were to lsad sone of
our most cresative and promising young citizens away from social
service careers or occupations that, whils satisfying and socially
rewvarding, do not pay enough to allow graduates to wxeet their

obligations to lending agencies for schoel loans.

The role of the federal government in smaintaining accass ¢to
higher education has been crucial to the efforts of those who seek
its benafits; I believe that the governmant can do no less in
matching the efforts of higher education {inetitutions in
maintaining the diversity and degree of individual choice that is
essential to a vital enterprise. Hexe, too, others who testify
vill provide specific solutions and suggestions for your
consideration, Their proposals will deal with the nsed for
increased loan funds, expanded definitfons of eligibility, greater
access to subsidized loans, and longer repayment periods -- all of
which will benafit many members of the xiddla-incowme groups. My
concern once again relates to basic principles, that failure to act

upon these or similar suggestions will bs tantamount to promoting

|
-1




b4

12
s systesm that linits opportunities and choicss for studente who

happen to be born into moderate {ncome families.

Based upon our experience at Dickinson, I can tall you that
such students are safe bets. To begin with, they tend to persist
in numbers for higher than the national norm. Our retention rats
regularly exceeds 90% of all admitted students. Traditionally, 8o~
85% of the members of any freshmen class can axpect to graduats
wvithin 8§ years of adnission. We are Proud of the rats at which

hopeful matriculants becoms successful graduates at pickinson.

Federal policies that are wmore sersitive to salf-help
regquiremonte and the balance of grants to loans in student aid
packages will help us continue this record-satting pace and
encourage graater persistence ond graduation rates at other
institutions as well. We currentlv have 371 graduates in the
repayment mode with student loans. Their default rate is less than
five-tenths of one percent, a truly remarkadle record. I think
that such experience attests to the reliadbility and eincarity of
such studente and that such behavior deserves greater support under

the terms of the Higher Education Act.

Finally, I would 1like to turn attantfion to the issua of
quality. Despite much discussion on the subject in learned
journais and the attention of the popular press, no issue in higher

aducation has proven more protean and more difficult to define and
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measure than the issue of quality. I do not pretend to have easy
ansvers to such challenging questions and vant to restrict myself
to @ few observations about the connections I ses detween quality
in higher education and the task of this subcomnittea. Ny hope is
to convince you to pursun policies that will “eep government s

positive force, not a disincentive, in our joint quest for quality.

I believe that the fundamental quality of Aserican higher
sducation, despite its more vocal critics, is really quite high,
We provide wore pservices, many of which sre mandated by fedsrsl
regulations, to meet the needs of more people, within an oxpanding
universe of basic knowledge, than any systam of oducation befors
our time. We ars called upon to provide basic research and nev
technology that {s useful to government and industry; to broaden
the base of the educated public; to preserve, to‘ create, and to
distridbute Xnowledge; to serve as critic, friand, and teachsr to
our society and its rising generstions. While ve may do some of
thess things better or vorse than others fron time to time, I think
¥e gensrally continue to serve the common good and to provide
gquality education in our several roles. Thes best evidence for my
belief may lie in the fact that students from all over the globe
fiock to Aperican colleges and universi*ies, and our own citizens
enroll in record numbers. X also belirve that the quality of the
programs that sttract such students ie the fruit of the partnership
botwaen the federsl government snd highar sducation.
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Using my own school as en exaxple once again, I note vith
appreciation the support provided by the federal government te our
efforts to {imsprove and broeden the Dickinson curriculum. A
niilfon-dcllar grant from the National Endowment for the
Rusanities, matched by §3 million of institutional money, enabled
Dickinson to aseums a position of preeminence in the areas of
foreign language education and international studies. With such
meaningful federal encouragement, we have managed over the past
decade to create a laearning environment both on campus and at
several sites overseas wvhich encourages students to think more
broadly about the challenges and opportunities thay will encounter
in an increaeingly interdependent world. Our 1991 graduating class
©f 520 students contained 101 language majors, and fully 508 of the
Class had spent a summer, & sepester, or an acadenmic year abroad.
I delieve that such preparation will xake our students bstter-
inforred and wore productive clitizens, and that the government's

investxzent in such programs vill be repaid in manifold ways.

More recently, Dickinson has undexrtaken a major revision of
its scisnce programs, 1looking especially at the ways by which
science is taught at the undergraduate level. Such a daevelopment
was t0 be expected, I supposas, since the College hasg traditionally
placed within the top two dozen or so schools which grant
undergraduste dogrees to those who then ¢go on to obtain FPh.D.e in
science fields, My point, however, is that the progress we have
made {n developing exciting new teaching methods that replace the
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old lecture format with hands-on workshop aotivities has besn given
najor boosts by federal programs and funds which sencourage and

support such creative and important efforts.

1 belicve that such experience 18 not unigue ¢to nmy
institution, slthough I sm cbviously proud of our accoszplishments
at Dickinson. Rathaer, I point te this positive interaction between
higher education and federal support as an example of what {e
happening st many institutions across the country. Each specific

case providss sddit.onal argument for our continuing partnership.

As the menmbers of this committee continus their deliberations
on the rsauthorisation of the Higher Education Act, I would hope
they vill adopt those suggestions which will continue and expand
financial support for our partnership in higher education, It goes
without saying that many institutions, sy own {ncluded, would face
an almost impossidle task in attempting to sustain progress and
gquality without much-naeded foderel aupport. A decade of erosion
snd limitation in federal student aid and in other seotions of ths
1965 Act has already forced us to resllocate limited insti{tutional
resources to support our students and sustain our responeidilitias
to the coumon good. I hope you will join us in maxing a renewed

commitment to our common task.
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I apprecic e this opportunity to address the committee and am

post willing to respond to any questions its mecbers may have.

Respectfully submitted,

A. Lee Fritschler
Fraesident, Dickinson College

Yy
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Mr. Gaypos. Dr, Ceddia.

Dr. Ceppia. Thank you very much for giving me the opportunity
to represent Shippensburg University here today before this pres-
tigious group. 1 appreciate a chance to share with you some ideas
and thoughts about the reauthorization act.

Let me begin by giving you just a very brief commercial about
Shippensburg University which is located not too far from here,
south on Route 11. We are a public comprehensive institution, we
serve more than 6500 students in a variety of disciplines. We have
about 55 percent of our students coming from families that are par-
ticipating on postsecondary education for the first time. Over 60
percent of our entire student body at the University receives some
tﬁpe of financial aid and we are proud to share with the committee
this morning that our default rate is 1.6 percent on our loans,
which we process nearly 4500 a year.

Shippensburg University is also part of the State system of
higher education in Pennsylvania, one of 14 State-owned universi-
ties serving nearly 90,000 students. We are in fact, the largest
higher education entity in the Commonwealth of Pennsylvania.

have submitted some prepared testimony for the committee and
I would like to focus my brief remarks on several points. The first
one is the access issue which my good colleague from Dickinson has
already addressed. I would suggest to the committee today that I
am not sure that just putting more dollars in the category of access
is g’?ing to solve the access problem for minorities and women in
higher education. [ think that beyond just the reauthorization act
in higher education there is a linkage in this whole issue of access.
You have before you as a body the civil rights legislation which is
now pending which is receiving a lot of debate, and I also will call
your attention to the fact that the new Secretary of Education has
taken upon bimself as a result of the advice of his committee on
Reauthorization—Advisory Committee on Accreditation, to hold up
the reauthorization of the accreditation of Middle States Associa-
tion of Schools and Colleges, most noiably the Commission on
Higher Education, because of its diversity standards in accredita-
tion. 1 suggest to you gentlemen today that dollars alone will not
solve the problem of access. I think it is a matter of attitude and
value as well as it is money, and frankly I am perplexed by this
current administration’s position regarding the access issue.

I can certainly understand full well the debate on civil rights
and the matter of quotas and other things, but I have great trouble
understanding the Secretary of Education’s present stand regard-
ing the Commission on Higher Education. Those diversity stand-
ards were established by the membership themselves, the institu-
tions of higher education in the Middle States Region. Clearly they
do not force quotas on the institutions, they speak directly to the
institution’s own ability to develop standards of diversity wﬁich the
institutions must themselves meet, and no institution has been
held up in terms of re-accreditation because of a quick decision re-
garding their failure to meet or establish diversity standards. This
has become a very important and hot topic for the far right in our
country. It has been linked to the civil rights issue, it has been
linked to the quota issue and in my opinion, gentlemen, it is a red
herring and is causing genuine concern in the higher education
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community, especially in the Middle States ReFion. Is t to you
that just the issue of dollars alone will not solve the problem. It is
a matter of attitudes and values and if in higher education we are
going to succeed to provide access, it is not just a matter of the re-
distribution of dollars, it is also the commitment, the firm commit-
ment of institutions in higher education to meet the access issue as
institutions, not just beyond providing access to those students who
have dollars. It is a matter of looking at the make-up of our society
and what is in the best interest of our society now and in the
future.

On the matter of e(}luity. I think there are some legitimate issues
as well, some of which have already been addressed. But I am con-
vinced that we need to do more. And I would suggest that we need
to look at capping the home value that we look at, particularly for
the middle income families, in the financial aid assessment process.
I would suggest, for example, we might cap the home value at
three times the family’s income. We are experiencing at Shippens-
burg University a situation where many families, because they
happen to be in a boom housing market, the value of their home
has escalated and it has truly outstripped their true income level.
And when you use the home equity as a consideration in the finan-
cial aid assessment process, we think that we need to come up with
some kind of equalizer so that we do not over-burden those families
or over-estimate their true worth,

Secondly, we would urge you to reverse the trend of the 1980s
away from grants, towards loans. Such a policy, that is moving
more dollars towards loans instead of grants, does create excessive
indebtedness and will put an excessive burden on students and in
fact keep students out of higher education.

Number three, we would suggest to you that there is an incon-
sistency in the current regulations regarding Pell Grant recipients.
We ask them to sign a statement that they do not use, manufac-
ture or distribute gougs However, a student can receive a $4,000
Stafford loan, a $4, LUS loan, a $2,000 Supplemental Educa-
tional Opportunities Grant and a $1,500 Federal work/study job or
8 Federal Perkins loan and is not required to sign such a state-
ment. We would suggest that that neggs to be addressed and some
equity be dealt with there.

Fourth, we would suggest to you that we simplify the current
definition of an independent student. Students and parents do not
understand this. Aid administrators find it difficult to administer
and the 16 questions needed to establish one's status are at best
very intimidating. So we would ask the committee in the process of
reauthorization to look at that.

Five, we would suggest that you might create an educational sav-
ings protection allowance. The current system disproportionately
penalizes parents who have chosen to save for college.

In the area of simplification, we would recommend to you this
morning that you eliminate the maintenance of two separate need
analysis methodologies for financial aid. Families are terribly con-
fused or overwhelmed by the financial aid process to begin with
and they have a great deal of trouble understanding the dual proc-
ess. My financial aid administrators, not only on our campus, but
throughout the country, find it very difficult to explain to families
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and to deal with this dual methodology. So we would suggest you
look at that.

Secondly, we would suggest that you eliminate complicating data
elements that affect comparatively few applicants. For example,
such as dislocated workers and displaced homemakers, elementary
and secondary school tuition and medical/d ntal expenses. We
think that that needs to be looked at and there might be ways in
which that might be streamlined and not affect all applicants.

In addition, we would suggest that you might simplify the appli-
cation process for families on public assistance and do not pass on
to the campuses that are already over-burdened in their financial
aid offices, the process of reve-ifying this family’s status, A family
on AFDC should not need to prove that they are poor for financial
aid purposes. That has already been established and there needs to
be some way in which we do not have to reduplicate that process.

Finally we would suggest to you that you establish a process that
allows for issuing of regulatory changes in a timely fashion and
allow campuses ample opportunity to adjust to them. We also
would suggest that as much effort be brought to bear on the proc-
ess of issuing regulatory changes, that they be clear and that
frankly we do not need legal counsel in the financial aid office to
understand the requirements of those changes.

In conclusion, I would suggest to you in the reauthorization proc-
ess that there are two other important matters that need to be ad-
dressed. In Title IX certainly there is some focus on providing more
access to graduate education for minorities applicants and women.
But I would suggest to you, gentlemen, today that there is probably
no greater challenge that we face in higher education than replace-
ment of our faculty in the future. I would suggest to you that it
might be appropriate that we consider some type of incentive pro-
gram in graduate education for students who are interested in
teaching and doing research in higher education institutions.

We need some way to replace our faculty in the future. It is clear
that across this country within the next ten to 15 years, more than
a third of our faculties will be retiring and we need somehow to
place some new blood into the stream so that we can continue to
maintain the efforts we have attained on various campuses.

And secondly I would suggest to you that in the business and cor-
porate world, there are a number of highly qualified and very in-
terested people who might like to make 8 mid-career transition
from business and industry to higher education, teaching and re-
search. I would suggest that we might want to explore some type of
bridge grant or loan program which would afford these people in
mid-career who are willing to sacrifice high paying jobs and high
quality of life to come back to academia to do some teaching and
mentoring and research, an opportunity to do that. And I pelieve it
would be an excellent way of also supplementing our need for
newer and brighter faculty in the years to come.

L N
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It is clear that members of this Congressional group that are
with us this morning are strong supporters of higher education. We
appreciate your continuing support. The reauthorization act is an-
other major step for this country in ensuring that we have the best
higher education system in the world. But I would also suggest to
you gentlemen this morning, as I said earlier, that it is not just a
question of dollars. There are other issues that are very much in-
volved in the quality of our enterprise and I would ask you to look
not just at the reauthorization act but beyond that.

ank you very much.
[The prepared statement of Dr. Anthony Ceddia follows:]
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Testimony of Dr. Anthony F. Ceddia, Preatdent
Shippansburg Untversity of Pennsylvanta

to the Subcoamittes on Postsecondary Bducetion

ot Dickinson College, Carltsle, Pannaylysnte

June 3, 1991, at 10:00 a.m.
Mr. Chatrman:

My name 18 Anthony Ceadis, and I am Currantly the Prasident of Shippenshurg
University of Pennsylvania. Trank you for affording me the opportunity to share

with you my concerns 88 you consider, once agatn, the Mighsr Education Act.

Shippensbur® Univergity 1s a public comprehensive tnstitutfon located in
south-cantral Ponnsylvanis. Shippensburg offers Bscceleurwats and Master'a
degreo programs to over 6500 students 1n & vertaty of disciplines. About 58
Parcant of these studsnts come from fam(lfes that are participsting in
postsecondary educstion for the first time. Over 80 percent of the entirs

student body at Shippensdurg recetves some typs of financisl aid.

In the Unftad States, our colieges and universities provide & quality
svucstional expariance that 18 the envy of the world. Th1s educsticnal network
was developsd on the premise that all citizens of our country should be allowed
oqual accans 10 our highar educat{on resources. Mistory would validats the
meaningfulnass of this premise. Siudents from all sconomic Tavels, from ali
social backgrounds, and f-um 811 ~egions of our country have been able to enrot!
tn and graduate from & vari{ety of postsecondary fnstitutions. Our natton has
profited as a result of the nurturing of this valuable humsn resource. Our
strong economy and high standsrd of Tiving are visible examples of the benafits
which sccrue, across generétions of families, whdn studonts are sblo to

participata 1n a college axperianca.
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The higher sducation systes in the United States s not stagnant. As
socisl, technological, and scientific chengss occur, our finstitutions have
endraced thesa changes. As we approach ths 21at century, and participate in an
international econcay, 1t 18 imparative that we continue to prepare our atudents
for futurg roles as change agents. We cennot cont{nue to provide this nurturing

environment without your essistonce.

€qusl acceas to higher education tg ona of the most tnportant iesues we
facs todey. Children from famil1es with a1ddle fncomes will not de afforded
8qu8l access 1f the proposed changes 1n the al1gidility thresholds are approved.
These students, tredittonally, attand regional universitisa whars the tuition 1s
ususlly sffordable. By reducing the level of financial a1d avatladle to this
9roup of middle-income families, thetr access to Nigher education will De

severaly Timited.

Social equity must also be of vital concern to us. We nust raverse the
trand which favors Joans, rather than grants. Ninority populstions are
discouraged from sesking tnis form of financial assistancs. The indedtednass
burden of some college graduates soverely 1imits thafr ability to participate
fully tn our economy. Our growing population of non-tragitionel students,
definad &t cur university as greater than 25 years of ags, has also boen

unwilling to shoulder the burden of colings loans.

What 15su0S should we sddress at this juncture In your delibarations? I

believe the folluwing are worthy of your consideration:

ERIC
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fiegarding Gsudent Financial Alg

1. Create an educational savings Program that would encoursge parents to
savy for their children’s education. Our current needs anslyais system

penalizes i'arents who choose to establish an sducational savings plan.

2. S1mplify the current definition of an ~independent student,”
The curront 118t of 18 questions required to astadlish independent

status Intimidates many students 8nd 1s burdensome to 1astitut fons,

3. Seconsider the unfa‘rness of the current use of the valus of the
family home as an asaet for determining ¢ligibtiity for finencia’
atd. This consideration would pravide relief to fanil18s whose

home value over timo nas preatly outdistanced thetir {ncome.

4. Extend the assurance required undar the drug-free achool regulations
of Pell Grant recipients to loan recipients. Thes would extend the
current drug-free school regulations to rectipients of all fedars)

funds,

§. Combing the two neods-analysis methodologies--Pell Grants and loans--
currently used to detarmine @lig'dility into one, creating one uniform

set of @ligibility standards for detarmining need.

6. Constdar an appli-ation by-psss for low~-incame families who are
raceiving Aid for Families with Dependent Children benefits. It

shoyld not De necessary to verify low income status twice.
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Thara 18 another dssus that needs €0 DbDe eddressed during the
resuthorization process. Aa a labor Intensive enterprise, the future success of
higher education will depend upon 1ts abitity to recruit, suatatn and develop

qualified faculty.

Scgerdina Facyity Replacemant

1. Consider the astablishment of Incentive programs for thoss
students with the interest and ability to taach in higher

educatton institutions.

2. Explore alternative sources of replacement faculty, and
offer bridge-grants to supplement the ‘ncomds of these
mid-carser professionals who congider college teaching

for the first time.

The re-author{zation of the higher education act will aet the atage for
this nation‘s future. If ws srs to continus to meske social and economic
progress, our doors must be opan to all studenta, of all ages and backgrounda.
Higher education must continus to provide an equal sducational opportunity for

all our nation's chilaren.

Loatact;

Dr. Thomas £. Enderlein
Shippensburg Univeraity
Shippenaburg, FA 17287
PH: (T1T) $32- 1284

Nr. Thomas Mortarty
Financial Aid Director
PH: (T17) $32-11314
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Mr. Gaypos. Dr. Romano.

Dr. Romano. Thank you very much. Guod morning. I represent
Pennsylvania State University, a 23-campus land grant university

m enrolling some 70, students, its flagship campus, the
niversity Park Campus in State College, Pennsylvania. There are
some 17 additional Commonwealth campuses serving principally as
2 year feeder campuses to other division units of the University,
and several units of the University have unique missions including
a medical school at Hershey, Pennsylvania.

I am the Executive Officer of the York Campus, which is situated
in a suburban community in York, Pennsylvania, not some 40
miles from here. The campus enrolls just slightly less than 2,000
students, the third largest campus among the 17 Commonwealth

campuses.

Aﬂhough the largest campus of the University is at University
Park where some 39,000 students are enrolled, the uniqueness of
Penn State is in ?art reflected by the fact that some two-thirds of
the University's freshmen enter Penn State oy way of campuses
other than University Park. Some have suggested that it is all but
impossible to adequately describe the Pennsylvania State Universi-
ty in & minutes or less, thus I will end my brief introductory re-
marks about Penn State here. Suffice it to say we are the school
with the football team that has recently joined the big 10 and it is
nice to be with you.

This subcommittee and the Congress has very serious business to
consider, business which I suggest will affect the vitality of the
Nation. No one can doubt the importance of education to advance
the system of democracy, economic development and standard of
living that many in this nation enjoy and most of the world seeks.
The trick for us is to sustain our position of worldwide leadership
and not fall subject to Paul Kennedy's ible prognosis as de-
scribed in his recent book “The Rise and Fall of the Great Powers.”
Can anyone doubt that it is through our nation’s system of educa-
tion that we can set the stage for equal opportunity and advance-
ment for all?

I sit before you as the son of immigrant parents born and raised
in New York City in a unique community known as Harlem. My
father, like you, was a Federal servant for most of his life—he was
a postman. For me, education in New York's pubtic schools was fol-
lowed by a community college and then the Sta + university system
of New York for a baccalaureate degree, then a private school in
Massachusetts for a master's degree and finally a doctorate from
Penn State. All of the experiences and several others have brought
me here todey.

The days of working a summer job to save to offset a significant
part of college expenses sadly appear long gone. I made it at a time
when tuition was indeed reasonable and grants and loans made it
possible for this poor kid from New York to have a chance. Your
committee now considers ways to extend the opportunity I had
many years ago to current generations of Americans. And I want
you alrto know that 1 indeed did repay my National Defense stu-
dent loan that I took out many, many years ago, 100 percent.

I am no expert on student aid. Fortunately yoi* will hear testimo-
ny in a later panel today from those working with the funding
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system more directly. But I can tell you that the student aid pro-
gram that we develop here has the promise to make a great differ-
ence.

I would like to share just three or four brief messages, some of
which you have already heard in testimony in the first panel as
well as by my colleagues earlier. We have the tendency today to
rely increasingly on loans rather than grants, and this adds a great
burden to many who wish to pursue higher education. Unchecked,
the phenomenon will decrease access of both the low and middle
class income students in higher education. I think we can all agree
this will not serve the Nation well.

Secondly, adult student enrollments are increasing rapidly in
higher education and we want them to. It is good for the Nation,
many return for a second chance, for retraining, for mid-career
changes. This fits, in my opinion, the national agenda of retraining
-~ d upgrading skills of the work force. I have provided details of
tne number of students who are adult students who are returning
to the University from the York campus of Penn State, but just by
way of further example that I did not include in my written testi-
mony, in the fall of 1985, just 5 short years ago, 28 percent of our
students were 25 years of age or older—1985, 28 percent. In the fall
of 1990, 40 percent of our students were age 25 years of age or
older. We went from 326 such students in 1985 to some 760 stu-
dents in 1990. This is a substantial change that is occurring not
just at the York campus of Penn State, but at many campuses of
the University and indeed at many other institutions of higher
education all across the country. It seems to me that efforts must
be made to generate policies in student aid that are sensitive to
this rather significant change in who is going on to college.

A third issue has to do with education abroad. Apparently in an
earlier review of the authorization act there was some question as
to the eligibility of students to qualify for student aid who are on
study abroad programs. I contend that this is a very, very impor-
tant issue that demands clarification so that students who are on
study abroad programs may very well qualify for student aid. I
think it is extremely important that young men and women today
have the opportunity to understand that our world has become in-
creasingly small as the years have passed, and one of the best ways
and one of the best educations that any student can perhaps ever
get, even at the fine institutions that 1 see represented here is to
spend a semester or a year away in another land.

Finally, as was recently mentioned, a graduate education repre-
sents an incredible opportunity and a problem for higher educa-
tion. The nation’s talent at the highest le.el is at risk when we
deal with graduate education. The world sends its graduate stu-
dents to the United States and to institutions of higher learning in
America. And we increasingly are failing to send our own men and
women who are qualified and capable to go on to advanced study in
their respective fields. This is an important agenda for the nation
as the Nation works and competes in an increasingly competitive
worldwide market, but more than that, it is also critically impor-
tant as H\V colleague just suggested for the Nation's schools and
colleges. We have a faculty that is aging and we must replace them
and yet we have fewer and fewer students who seem to have the
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capability to advance beyond the baccalaureate degree among those
that even reach the baccalaureate degree. Clearly we need to have
incentives for students to study at the graduate level. And al-
though I would fully subscribe to all of the suggestions that have
been made with respect to increasing the level of funding in Title
IV, it is fairly clear to me that Title IX as well requires that addi-
tional support in order to permit this nation to train its best men
and women to take positions of national leadership, be it in re-
search or in the Nation’s schools.

I thank the committee for providing me the opportunity to be
here with you this morning.

Mr. Gaypos. Without objection at this time, the prepared state-
ments as submitted will be made part of the record. And before I
forget, the statement of Vice President Zuzack of the Indiana Uni-
versity, Pennsylvania Association of Student Financial Aid Admin-
istrators will also be made part of the record.

[The prepared statements of Dr. John Romano and Christine A.
Zuzak follow:]
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My name 18 Jonn J. Romsno, and 1 = lhe Campus Executive O¥f{cer
of tha Penn State York Cempus,

1 sppraciate the chance to testify on the resutheriZation of
the Nigher Education Act. Thoss of us fron Pannsylvania are fortunate
to Nve dipartisan representation on tha Postsacondary Education Subcoemittee,
In particular, I would Tike to express oy appreciation to my owh congressman,
B117 Goodling, who doas such an outstanding fed 1n Washington representing
his constitusnts. This 1s especinlly trus for thosa of us whose 1{ves
are dadicated t0 Improving ths educationa] aystem at 5!l levels.
Nis Yeadership ¢ eppreciated.

For the record, Pann State Unfvarsity 1s & multicampus
state-retated nstitution ahich 15 als0 the Cormonwealth's Tand-grant
{nstitution.

Penn $¢ate derivas much of {ts public character from 1ts obligations
os tha land=grant institutfon. In return for carrying out 1¢s
Tand-grant mission, the Unfvearsity recaivas regular appropriations
from the stata lagislature, Becauvse the Commomwesith usas and supports
1t ss an instrument for the pudlic good, Pann State s, for most
practical purposes, a pudlic univarsity. It should be noted, Nowever,
that the Unfvarsity {s privately chartered and governed dy a doard
of trustess selected under that charter.

Since the 19603, the TegisTaturs has coafsrred aore 1{mfted
pudlic rosponsidilities on three othar Institutions: the Unfvarsity
of Pittaburgh, Temple Unfversity, and Lincoln Unfvarsfty. It has
clastified them, along with Pann State, as state-related inst{tutions,

Legislative appropriations make up mush snaller portion of thelr tots!
oparating budgets ~- 21 parcent for Penn Stets in 1889=00 -- than those

of the fourteon state-owned universities 1a the Pannsylvania
State System of Highar Fducation,
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Fonn State's Unfversity Park Canpus, located 1n State Collspe,

1s the administrative headquarters of the Institution, It 15 the
priméry sits for graduate study and enrglls wore $hin M1f of 411
Pean State usdergraduates.

But Penn State affords a diversity of educations) opportunities
threughout the state.

Seecial-Maaten Cammyses

Penn Stats [re, The Behrend Coliepe, confers associate,
baccalaureste, snd msster's degrees, Studies n adout twenty-five
baccalivreate dagras msfors may be completed at Iris; the resyinder
#re 8¢ freshusn and sophomore Tavels gng Ray be complated at Unfversity
Park. Penn State Narr{edurg offers only the funtor nd senior yasrs
of baccslaureate study slong with savera) fraduste progrems,

In 1989, by act of tha state Tepislature, the Pennsylvanta College
of Technology (formerly ¥i111amsport Area Communtty College) became
3 wivily owed sffi11ate of the Corporstion for Penn State. It
mrolls some 3,200 students In two-yesr programs,

Penn State Sreat Valley near Philadelphia offers mester's degres
studies 1n several f1elds,

Ths Collspe of Medicine s 1n Nershay st The Nilton 8, Hershay
Medical Center, mmed and opwruted by Penn State. It amards the doctor
of medicine degres and, 1n congunction with the Sraduste School, Ph.D.
ind N.3. degrees in o few fialds,

Sorvonas18h Compusns

Ssventeen Commonwes!th Campuses offer the first two years of
study 18 908t of the Unfversity's baccalaureste curricuta, A1 dut
Allentown also Nevs associate degres programs. :
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The statewide campus system {5 an outgrowth of the commui!ty-based

conpudes Pene State eftadl{shed during the economic capression of
tha 1920a. By 11tereily taking highar sducation to =% students,
the Unfversity Tewared the cost of attending collegs and emabled many
20rions t0 enroll who otherwise could notT have afforced to do so.
Today, nina of evary ten Panasylvenians 1{ve within hrty nfles of

s Penn State campus. More than &5 percent of Penn $3ate freshmen
begin thafr academic ceredrs at campuses othor than niversity Park.

The Ressshorizatisn

This subcosmnittae 15 in the mi‘dst of & sarfous nrocass which
will culainate with the adoption of possidly the mos: signiffcant
end far resching Tagislation bafore tha 1020 Congress. I would 1ike
to focus ay brief comments on the demographic pettams i higher education
which are smarging 1n Pennsylvanis and which have a porticuler relavence
for the work of this subcommittas 49 you examine fasugs nvolved with
the Nighar fducation Act and in particular, Title 1V, Student Pimancis!
Rid. [ am aware that a following panel of financis® s1d sxparts facluding
".nn State's Asstetant Vica President for Student Fingncial Afd will
be tastifying defore you today 30 1 will not attemp* %o discuss the
coaplexities of that delivery system. Fowmver, I would 1ike to focus
on what [ perceive to Do & major shifting trand 1n the nsture of the
students my sarve,

Demegraphic Patterng

Research compitod by Katharime 8. Molsworth of Penn Stata’s Offi¢e
of Budget and Ressarch Anslysis reveals thet tha declins {n the number
of Pannaylvenia Digh school gredustes that has Been oceurring since
1976 has not sbated. For 1989, the most recant ac’ud] data, the nater
has fallen to 130,235, a drop of 26.7 parcant from 1978. (See Figure 1)

The trend of Incrassing percentages of these gradustes whe continue
on to collags Ms reached 8 recond 60.8 perceni. This trensiates
to 84,608 students, only 0.5 percant rewer tha In 1588, Pemnsylvanfa's
colege-going rete 17 now above the national averege of 59.6 parcent,
dut 1t 13 not 11041y that rurthar {mprovesents (n *A(s rete can ba
expected to offiat proJectad declines in the numbder of Mgh scheol
s=sduatas thraueh 1904,
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Thess facts, not unl{ke trends nat{onwide, serve to reinforce
the need for 811 of us to focus on the needs of those tradftionally
undersarved in the two and four year scedemic programs offered at
tnstitutions such as Penn State,

For sxample, ot Fenn State York, overall enrollments during the
past fve years increased 78 parcent incliding & 38 percent {ncresse
{n full-time students end a 140 parcent {ncresse 1n part-time students.
The incrsase In part-tima student enroliges reflacts & major chenge
fn Mghar sducation as the numbar of adult student learners fncrease.
In 1990, the average age of all students st Penn Stats York was 2,
forty=five parcent of the students anrolled were age 23 or higher,
and twenty=three Parcant wars within the sgs bracket X0-44 years,

What are the Implications of thess data? [ am not Inssnsitiva
to the dilemms facing the members of the subcommittas. Rasources
ars finite and the nsads are practically fafinfte, Just a 1{sting
e7 the titTes of the Higher Education Act 1$self s 2 Mandy mechaniem
for {dentifying the arsss of concern:

Tit1e I: Postsacondary Programs for Nontradftfonal Students

Title 11t Academic Library and Infarmation Technology Eahancement

Title 1111 Institutfonal A4l

Titie 1¥: Student Assfatance

Title V: fducator Recruitmant, Retention, and Devalopment

Ti{tla v1; Intermational Education Programs

T1tle ¥I1: Construction, Reconstruction, snd Renovetion Acsdemic Factl(t{es
T{tle Vili: Cosparativa fducation

Title 1X: Graduate Programs

Title X1 Postsgcondery Improvement Programs

T1tle X1: Partnarships for Economic Development and Urden Commmity Sarvice

Depending on whase calculstion or which yesr one's figures sre based
on, 1t 13 safe t0 say that Title IV, Studant Assistance, recaives dpproximate’y
$11 M114on, It {5 8T8g clear that you as Tawmskers will sesk s0lutfons
for major issues such as student Toan defaults and the restorstion
of grants rathar thsn Josns as tho matn 81d source for Tow and middle
income families. Howsver, from the perspective of the dats presanted
sbove, an srgument coen be mde that the current system directs student

7Y
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f4nancial aid disproportionately to #ull-tine students at the wxpanse

of students attending Toss than Malf time. AL the sany time, 1t agpairs
that the Dapartment of fducesion must Ba directed by the Congrese

to recognize that, as part of th1s trand Of oltered desographics,

Righer education fnstitutions are using emerging educstional technologies
to axpand the reach Of higher aducstfon. The Department of fducation's
suggestion that eligid ity be detarmined by mods of delivary rather

than by educational “result™ 13 not practfcal In this age of distance
sducation and emerging technological sophistication.

4 recont Carnsgfe Foundation Report (1991) "Rducatien for Adult
Workgrs” by Nell P, E.rfch, noted Pens State's uss of educational
tachnoTogies to advance educations! opportunities for {ndividusls
scross the Comomessith. For example, a Collegs of Agriculture sponsored
program ~« Pennsylvania Kducation Network -- T11nks all 67 countias
in Pennsylvanie and agricultural extansion agents vis computer with
the latest faformation on agricultura, horticulture, Moms econcmics,
family Viving, energy canageommt and youth development, PEXSLINK
18 & syste of delivering academic coursas and programs via satallits
to 111 campuses of Penn State and Deyond, Notsworthy 13 s spacfal
Pern Stata acoustical engineering program del{vered to civiitang
in the Department of Naval Personns! at their work places n Key Port,
Washington, and San Diago, Californfa. Clessr to hows, twoeray video
connections enabdle faculty at Unfversity Park snd the Narshay Medics! Center
to teach Jointly In ehe (ntardisciplinary fialds of Sloanginsering
and food safences. Thesa examples ahov tha mportance of emerging
acadauic de'livary systems as wmall as the nead te davelop cpsortunities to serve
studants in varisd sattings across the Coomenwealth of Pennaylvenia
and the Nation,

Regoomendgsicn

The subcommittss must ba sensitive 2o the needs of "noatrigitionsl”
students and "nontraditiona)® delivary mechan{sms for purposes of
studgnt financisl afd 1f 15 wants to mest the needs of this growing segment
of cur higher educstion pepulation, It seems that accredited Institutions
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exercising academic controls to ensure conformity with afversity
standards should de able to deliver theiT courses through whatever
el ivery systams arg sppropriate to meat 16amary’ nees,

Recamsndgtion

Despite the 1985 NEA Amendments, 1ittle hgs changed for part-time
students. Recent svents in the Congrass, based on bduc;etary pressure,
Mve resuited 1n s reversal of the 1986 NEA Amendoants eagarding less
than Mif-time students el1gib1ifty for Pel) Grents. "N Subcomittes
should considar the Tegttimste needs of part-tims stucints ¢o participate
fully 1a all federa] stucont atd programs.

fntgrnetions] Edveatton

Pann State supports the Incorporation of Represe-tative
Leon Panetta's bITY, WA 1184, into the Subcommittes’s varsion ¢f the
resuthorizetion bI11. The Tegisiation would fmprove ‘ntematicons)
ucation st a1l lavals, Including the clarification :f amdiguities
in federsl financfal atd policies regarding the availadility of funds
for approved study sdrosd. This legislation s simfler o0 s MV
introduced 8t the end of the last Congress by Chafrmes Ford and we
Yope that the Subcoamittes can take positive action, It 1g our uRderstanding
thet becsuse the Teg'sistion 1nvolves Increaning applicadility of
current fingncis! ¢ prograns which would not requi=e new federe!
spanding, this would de an extrassly Yow cost way to Increase sccess
to intermational education.

Araduate Sducstien

Title IX {s taportant to Penn State. Our Presicsnt, Josb Thomss,
recently pointed sut thet our graduate pregrams and the resssrch componsnt
18 and has deen prodadly the moat prominent success story st Pamn
§tate over the past decads. Pann Stits s at the forefront of America't
research unfversities snd 185 rescarch snterprise {5 smong the fastest
growing 1n the Nation. [ should 2130 pofnt out that Dr. Thoamas has
sphasized Ms comitment to the “complementarity” tetwsen teachin
and research. Mo has strassed hig strong BA'{ef ¢het the research

&
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unfvargity s the best sode) In existence for undergeaduste sducation. At
{ts very beat, tesching and leaming ot the frontiers of knowledge

opaned new worlds for students and faculty . . . Rasesrch and teaching
sre not antithatice! functions, Rather, thay are fztimately related
and nutuslly beneficial.”

Although Penn State's Uni{veraily Park Cempus 15 iha hub for graduate work
in most fislds and enrolled more than 6,400 sdvance: degree stucents
in 1980-81, &0 parcent of graduste student enrollme=: 18 8t campuses
ocher than University Park. A total of 10,684 stucats ware enrolled for graduate
work at 1) campuses. Becavss of our mejor fnterest in gradusta sducstior,
Penn State supports the recammandaticas of the Nigher education community
for Title IX which have besn sudmittad 10 the Subcomittes. Thosa
recocmendations, which focus on anMncing the qualisy and diversity
of aur graduate students and futurs collegs and universtty faculty,
tre ingortant,

1 appreciate this oppartunity t0 express the perspective of Penn
State. Althougn the focus of By remirks enly touctsd on Title IV,
our axpart on that topic will sddress this Subconr (tes on 2 subsequant
panal today. In my remarks, ! Mave at’wmpted to */ghlight some sfgaificant
fosves {nvolving Titlas I, ¥YI, and IX Im partfculae, Odviously, Penn
State nas an (ntarest (n the ent{ire MEA resuthorirstion and our President,
Joad Thomss, plans to writs %0 tha Subcormittes menders fram Pemiaylvania
(mr. Soodiing and Mr, Saydos) and Chafrman Ford preor to mark up In Septemdar.

I would be glad to respond €0 any questions ‘rom the mumbers,

L)\ -
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PENNSYLVANIA HIGH SCHOOL GRADUATES
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Testinony to be submitted for the record

AZAUTHORISATION OF THS NIONSR SDUCATION

ACT OF 19453 rAYFAA RECOKMENDATIONS

Christine A. Zuzack, Vice President
Pennsylvania Association of Student
Financial Aid Administrators
indiana University of Pennsylvania

The Tlennsylvania Assc-iatjon ef Student rinancial Aid
Administrators (PASPAA) is pleasad to have the opportunity to
provide testimony on the Roautherisation of the Migher Bducation
Act of 1§55 to the House of Representatives' Subcommittee on

post sacondary Education. PpPASFAA peprgeentn aver K% stuifent aid
professionals frc: the commanwealth of Pennsylvania.

This Reauthorization of the Higher Education Act may be the
most important eince the inception of the studant aid programs.
Tha future of our nation depends upon an ®ducated population who
will be able to £ind the economic, pelitical, ancial, and technice!
solutions to the cozplax global concerns that the world continually
faces. The time to prepare our nation {s now; the place is tron
within tne higher oducation arona.

with ¢this 4in sirg, PASPAA uffwrs these thoughts and
recomzendations on Rrautharisation. Nur objoalive io not te
sidross each Title of the Act, kather, we wish to focus our
oteantion on tha Reaulliviicaliun uf the Title iv aia progqrams, and
offer auggrationa  for  improvewwiile and oONCourags stuay of
complicated issues.

DELIVERX SYSTEN

1t is critical that the financial aid delivery sysicm be
improved and simplified for all participante. This includes not
only students, but institutions, etate agencies, processors, and
funding agencies as well.

while many students may complete the initia) atudent aid
spplication, sany do not finalige the financis! aid process even
though they could have gqualified for significant amounts of
funding. {s is often due to the numerous and confusing amount
of documentation and forms that ths student and his/her family are
requireg to submit before funding can be advanced. S5tudent Asd
Reports, verification fusas, standardiged test scores, financial
aid transcripts, federai income ta¢ returns, 1099 forrs, anti-drug
cortifications, statements of selective gsorvice reogistration
compliance, and a myrisd of other documents are requested from the
student. For first generation post-secondary students, this
avalanche of requested decumenits can  be threatening and
overvhelming. Financislly unsopldsticated families, many of vhos
depend upon social spervice programs for their only lIncome, are
~onfused about what paporvork ic roguirsd. Often in Countloabivn,

1
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these astudents ratreat fiom the very financial aid programs
designed to assist thom and never receive the funds for which they
vould be eligibie. The opportunity of higher aducation is thus
denied to these students,

PASFAA i¢ opposod to the use of financial aid prograps and the
delivery systems to accusplish ncn-related social odbjectives (e.g.
statspent of selactive ssrvice .egistration compliance, anti-drug
cartifications, ete.). These statenechts are attached to the
financial aid delivery systex t, achieve unrelsted goals. Whila
PASFAA apprecistes the intent of these requirements, wa Nave
several objootivoo. Thoro is 8 eremendeus awvunt ufl papervork ana
personnal time devoted to tracking these cortifications with no
significant benefits achieved. These roquirecente target only
those needy studunts applying for financial aid in their sttempt
to pursus higher education. Students vho have adequato funding te
oover sdusation a<yvénscs aie wul twgulired to compiy. Adaditieonally,
groups that are receiving other fede-al benefits such as A.F.D.o
and Social Security Benefits, are not required te provide these
certifications. We fool that the financial aid delivery system e
an impropor mechanissm to use in the pucsuit of these goslis and
suggest dropping these certification requiremants.

Revent attempts tO decentralize a portion of the delivery
system through several Multiple Data Entry (MDE) pProcessors were
vell received. However, by allowing more functions to be handled
directly by thess processors, the delivery systes can be enhanced
even rfurther. The federal government now Nas an opportunity,
through Reauthorization, to reduce unnecessary and costly steps
that can be battsr handled by the MDC agencies.

ROth the iscue of the coxmon form and the frae foim need Lo
be resolved at this time. It is our opinion that a single form to
apply for Pell Grant and other fodorsl atudent afd has besn an
advantage to students and their families. However, the Departrment
of Educscion should allow some flaxibility in the wording and
placenont of items on the application. This acoommodation would
allow state grant agencies to collect regquired information and
prevent the nced for a separate application for this purpose. The
issus Oof a free fornm is s bit mora complex. If this {s to beconms
4 reality, the federal government should assume the processing and
delivery systenm costes for fedeoral student aid.

BINGLE NEEDS ANALYSIS SYSTEN

Although the financial aid community Ras become accustomed to
explaining the Jdlffersnces amo yell Grant, Congressional
Nethodology (CM), state grant, and {nstitutional needs analysig
systems, the nembership doos support a single systew for Pell Grant
and (M. Currently, the Pell crant forsula {s not so much a measure
of need as it (s a funding allocation formula. Through one systen
the indexing of Psll ¢ligibility can still be used to allocate

2
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funding. Obvicusly, this type of changa will involvae negotiations
and have an impact upon our recommendations in the Naseds Analysis
ssction of thig documant,

RUBLIC SERVICE INCENTIVES

¥nile yASFAA recognizes the historical significanca of
{ncentives for public servioe, which exist i1 the NDSL/Parxins loan
cancsllations and the Paul Douglas Scholarship, we do opposs pudblic
fervica prograns that would be tiod to federal student ~id funds.
While the concept has merit, funding should not be at the expense
of the education programs.

NQ NEED/NERIT_SCHNOLARSHIRE

PASFAA views the federsl government's role as providing
student aid funds for individuals who would not be able to afford
nigner education without outside assistance. Particularly with
budget concernc {n mind, educational spending should be tocused
on financial need and not on rewarding acadermic excellence c¢r
talent. Xerit is its own reward and appropriate recognition can
be provided by educational inetitutions. The subjective nature of
merit criteria also detracts from their usage. For these reasons,
PASFAA is opposed to federal funds being targeted tor the creation
or continuation of merit based awards.

HEED ANALYSIS

The introduction of Congressional Methodology (CM) brought
many changes that, slthough wsll Intenrinncd, were not alwayo ip
the best interest of students and thelr families. Some CM issues
are better handled through ofther mechanismes than the initiasl
application process. A review of these lesuss follows:

Simpligied Meed Analvsis

W¥hile it s difficult to argue against eisplifying the
application process for low income students, the current systen has
not been succeseful. In many cases thess filers have been harged
Ly winplified formuias. 8y not completi the full application,
sleplified filers are aeliminated from considaeration for some state
and ipstitutional ald programs. Others actually have higher
axpected faaily contributions calculated using the Simplified Neads
Teet data than they would through the full data calculations under
cH, Additionally, the Lrwstment of many independent students
without dependents is too generous in its trestment of student
asseta,

The application process, already ccemplicated for all f1i‘ars,
has Dbean compounded by the attempt to accommodate the aimplified
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formnian {intoa the current aid applivation. That ie vl to say that
a8 nev approach cannot be taken for families that bave already
demunstrated extreme tinancial hardship for other federal
assistance programs. The cvrrent system already relies on another
federal system (Internal ..¢ ‘eNUe Narvice} as a bagis for aid
eligibility. Why not apply the same principle using other federal
systoms as o gauge to determine noed?

Our rocommendation is to sxplore altesnative ways to handle
students whose families qualify for programs such as AFDC, eic,
withuul complicating tne appiication for the majority uf other
filers.

Frofassional Judgement

It is impossible to write into law something that will cover
all situations. No sitng.e financial a1 applicarinn or analysis
can accommodate or pecognize tha diversity of family financeco and
situations. For this resson it is imperative thit Professional
Judgement be continued for Congressional Methodology and restored
to the 20ll Crant progras, Pyilfenninnal Judgement provides for
fair treatment ot individuals in special cases. Financial aid
adeministrators see these cases every day: the student with an
slcoholic father, physically and sexually abused chiidren,
rafugeas, families livin? on the odge who do not it Lhe current
Pell Crant Special Conditioun uvptlons.

Financial aid administrators nexl a tool to help those
students and their families who don't fit the mold. Professional
Judgament allows the flexibility to assist these studenis.

Treatment _of Vataran’s Senegits

The treatnent of veteran's henefite needs to be clarified se
that information on all types of veteran's benefits are collected
on the financial aid application and that all of these benefits bo
treated uniformly in determining eligibility for the Pell Grant,
Campus Basad Programs and Guaranteed Student Loan Programs.

Txeatment of Dapendenst Student Sarninds

The current axpectation from student earnings on base year
lucvme 48 excessive, especially for new studants or students
returning to school after a long absence. A more equitable mathod
would be to eiilher use a minimur expectation for these students,
or base thefr income contribution on estimated year income. For
continuing dependent applicants the assessment rate should be
lowered rrom 708 to 50%.

With the current method, industrious students often feel that
they have beaen eliminated from the otudent aid Proyrass because of
their {nitiative. Had thsy not worked, their financial aid

4
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eligibility would have been yseater. In many lov income families,
the students's incoce helps to support the household and is not
avallable for sducation spending.

Treatzant of Indopandent gtudent Eaznings a3d Assess

It 1 our opinion that married indépvadw.l students witnout
cthoy dopsndonts ore ticaled Luv 1ibeially in Tne UM neeas analyseis
sfysten. PASPAA recommends that these students siould be treated
rsimilarly to indapendentc studcnts without depsndits,

Dislecated Horker and Disp)aced Homemakes

As wvith the Simplified Needs Analysis, including the
Dislocated Worker and Displaced Homemaker intn the sid application
has complicated the process for all to the benefit of & few. These
students can be better accomodated through the application of
Professional Judgement.

Qihexs EBpxelled IR Fostsecondary Educetion

It is recommended tnat only family members enrolled at least
half time in a degres or certificate program be cons{dered in the
multiple family pember adjustaent of the Pell Grant Index and the
Expected Family Contribution calculations. Further, parents of
dependont students should not be {icluded in the number in coliege,
Instead, unreimbursed diract educaticnal costs for parents should
be used as a geduotion against income when Jdetsraining the parent
vontribution,

Refinition of Indgpandent Student Status

The Higher Education Act of 1986 redefined the definition of
the independent student by incorparating both "sutematic” and
®conditional” criteris. The numbar of application questions for
the conditional criteria is increasing snnualiy and is contributing
to the complexity of the application. It is the position of PASPAA
that the independent student definition needs to be simplified.
Wo would 1ike Lo prasarva the cuirent four automatio oriteris and
add a f{fth to permit married students to automatically establisn
cnair inaepenaence. Professional Judgement on the part of the
financial aid administrator would be used in all other cases. A
proliferation of students have "set themselves up” to maet the
conditional criteria for indepcndence and thus enjoy financial aid
benefita that shuuld be directed to truly needy individuals. Thesa
chinges would prevent this situation from occurring.

Assets
The assessment of student and parent assets io ona of the most
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delicate, and perhaps tho wmuut aifficulet calculations in both rell
Crant and Conqressional Hthudulogy napdR analysis. It ic aloo ona
of the most compiicated to justify and explain to those families
+ho have been frugal chough to set aside a portion of their prior
ysox . Incose for future expenses. It is certainly a topic that
sh  + ba studied in dapth through Reauthorigation. A wmore
equ._ .ole approach may by (g seplace tRA current asset contributinng
with a combination of income supplenmert derived from an expectation
ef prior years savings based on su.h facturs a8s family income,
fasily sigze, age of paranta, and other family attributes vieh a
wadours of a farily's aliilily Lo finadce equcational costs over an
extonded pariod of time.

In particular, the current treatment of primary residence is
inequitable. In many cases, “ontributions are being assesscd more
by volatile home market conditions in certain sections of the
country. Many students attending Pennsylvania fngt:tutions are
adversaly affected. Ferhaps a more innovative approach of
raasuring this asset would bde to investigate s~ alternative
treatment suggested by the Coileje Board's Committee on Standards
of Ability to ray. This method would cap home vajue at the
fapily's «urrent abxlitr to buy a home today at the fanmily's
maximum financial capacity. fThis e . -ovel ides thei siould
receive adaitional attention.

Baspensiveness

with the creation of Congiessicnal Nethodolegy, thae education
community has Leen restricted {n crtering the enhancaments and
adjustcents that wore available unde: the Unlforo Methodology Naeds
Analysis system. BDecause of the legiclated mathodology, tha systen
is not raeponsive to inequitids and ipprovements. Assuming that
this system will continue, we recorcand that Congress require the
Oepartment of Education. {n conjunction uith MDK procesecre and the
sducation community, to recommend annual updates tc CN as part of
the budget or appropriation procass.

ESTABLIGENENT QF RERFORNANCE CRITERIA
TQ PETERMINN LEVHLE OF REQULATORY PRESCRIPTION

There {s a strong sentiment in the education community,
especially amonqg financial ajd adrinistrators, that gtudent aid
programa have become overly burdened by excessive requlatory
compllance requirements. Year after year, additional regulatory
requirenents are placed on the financial aid system, as well as on
the student applyliy for the rundin? required to continue his/har
education at the postsecondary level.

These requirements place a greater amount of progran
managewent on the inmtitution which not only dalays the delivery
of aid to students, but also increases the rdministrative costs of
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managing the prograss efficiently. ManyY ot these regulatory
restrictions are unnecessarily imposad on all institutions and
agonuies. These regquirements should bo directed only to thosa
parties that truly need them., For example, recently publisghed
regulations requise extensive consumar intormation disclosure for
vocational prograss. While this regulation is intended to curd
defaule costs, a large nunber uu Nchools With lov default rates are
required to makxe major modiffcations which ara unnecessary.
Therefore, reasonablae poxformance standards should ba doeveloped (n
crdar to evaluate and distinguish between those programs which
perform wall and those tlit do net.

By developing an effective porformance eriteria, certain
sactorg of i{ns.! utions. specifically proprietary insticu-ions, or
non-deqrie/certificate progrsas would not be diceripinatad wgninar,
and woula PO measured &3jainst these standards to determine {f

additional regulatory restrictions must be folloved.

Exanples of performance standards that wmight ba conu. ‘ered
include the following:

A review ©Of an institution's student retention rate of
Tille IV recipiencts.

A look at an instituvion's Cohort Default Rate giving
consideration for subslantial improvements.

Recormendations froem outside audi‘ors and/or program
review specialists.

An institution’s overall placement gate of its gradiates.

T™e needs and abilities of institutions and agencies vary
widely. Trerefore. in order not ¢o caqr.qn;g gV intnry
swabslolivas to cervain schoois and agencies, utilizing tha
effective performance criteria renticned ahove to evaluate program
performance wold be an acceptalle as well as fair measure on who
sust adhere to stricter guidelines.

THE QUARANTRPQ. ETUDAYT QAN _PROURANS

1he Guaranteed Student loar Prog: s offer the paXimum
l.v -rage of federal funds toward mocting educalivial wxpenses.
L+g tisate cuncerns Over ihcreasing administrative costs have often
+t ifted the focus away "rom the trerendous ben:fits that these loan
peogramo provide. Newspaper licadlines highlignt the telativaly few
Lussowers who default on student loans &9 opposed to announcing the
number who do repay thelr 'man ebligatiovnw. Necessary asdjustmaents
to the loan programs ran halp to improvo thelr a€fectiveices whille
saving on admintetrative overhead,
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The initiation of graduated repayment options could provide
many borrowers with a mechanism to aveid esrly defaults. This
opt!on would permit smaller monthly payments for recent yraduates
who are filling entry level positions. As incone rises over the

cars, the borrower would then De 1n 23 better position to make
arger monthly payments.

nany recent graduates are confused about the actual dollar
asount of Unis acnthly repayment obilystions and to whom they must
pake these payments. This is dua to the proliferation of sales of
studont loan portfolios by tho original lender to vther lLenders and
svcondary markets. Borrovers are often faced with two or three
l¢nders @ach femanding at least » $30 minimum monthly repaysent.
Students naed ‘o be privided with better information regarding the
nolders of their loans and how repayment arrangemants can be
coordinated among the various premissory note holders. This would
provido an axcellent default nrevention maasurement.

Participation of middle incomo fomilies i{n the Ttafford Loan
Program is being severely curtailed due to recent changes in needc
anaiyers. Gtudants from widdle inume famiitoc ofton hava 1littla
or no eligibility under current guidelines and are thus unable to
borrow furds necessary for educational expenses. Therafore, ve
sigyesl that rhat riddle incoms students' aligibility for the
Stafford Loan program be re-examined. As an exasmple, Pennsylvania
has a very effective non-subsiaized scatford Loan progras that
deserves national attention. ’

The annual amounts that student and their parents pay borrow
under the Guaranteed student Loan Programs uced to Pe increased in
order to Xeep abreast of current educational costs. Particularlv
fus  uppmi level STURONTS, restriotive Stafford Loan borrowing
limits can force families into multiple loan programs that make
repayrant sore difficnit, Newly proposed loan limits cutlined in
the adoinistratinn’s most recent budgat prepsssl scow like an
appropriaste adjustment to the currant borrowing levels.

In order to unify repayment schadulas for all stafford
borrowars, the initiation of a variadle rate Stafford Loan, sieilar
in design to the PWUS and SLS programs, would provida a less
cenruring repaymaent ssray for ptudents, schools, and lenders.
Currently, there are outstanding stifford Loans with 7%, 3%, ot and
8/10% {nterect rates. A variable interest rate tied to the
Treasury Bill rate with a 10% cap would be much less cumbersose for
all parties involved.

Another rucummendation {s to limit the nurbar of defermants
that are currently available to bor:zcsers. Daferments should be
available for continued full time stuly and for unemployment. All
other defervent options could be eliainated and difficulties with
repaymont could be handlcd through furbeatance arrangements with
the lender. This forbearance could {n effect serve as a

Aruitoxt provided by Eic:
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rprofessional Judgemant® arrangesant for ienders to use in
appropriate oircumstances whers repaypent bacamea Aifficult or
izpussinie for the borrower.

SRAQUATR FPROGRANG

The support for education cannot stop at the undargraduate
level. There 18 a critical need for increased grant funding for
graduate study. Thie is especially t:iue for prograns designed to
cnoourags & graales porlicipation or minority groups.

Within the Title IV proyranms the following recomnendatic.s are
Eaja:

Allow entering graduate students to use catimated Year
incoma, vhen lover than base ‘ear, in the calculation of
axpected family incope.

As mentioned in the Needs Analysis saection, married
independents without children should be treated the same as
single indcpendent students wilhout chilaren.

Finally, additional loan support is required to help meet
tho rising costs of graduate programs. Increases in Perkins
loan funds would enable schools to help the wost needy
graduate stulenls al their cacpuses.

e

Reauthorization nust conoider the continuation of each ot the
existing financial aid programe. We recommend that the Pall Grant
Program should be continued in ite present configuratlon. This
progras has been established as the base of federal grant aid and
is serving the noadiest studeatc witn the funds made available.
Unfortunately, the real value of this prograns has declined over the
past decads as funding failed to krep pace with inflation and
rising costs.

The campus~based aid programs (Supplementsl Education
Opportunity crant, Perkins Losn and rFederal College Work-study)
have eXisted in much their present fora since the eariiest days of

Title IV Financial Aid. They provide the &id adatqis rator with
Uiv weuo tv Lasyee LUuS, 8T TNE institutional level, students

with demonstrated naaed., These prograss also allov an immediate
responss to student circumscances. It is PASFAA's belief that
these programs have shown their value by their loggavlty and that
thoy should, with minus acdifications, be continued.

Two iocouca provide the bacis for thess wsuggested
modifications. The first concerns the grant/loan imbalance. The
past fiva yearas hava shown a dcorease in the psuportion of student
need mat by grant assistance, with a consequent rise {n etudant

9
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reliance on borrovwing. The result has bean the alarming growth
in student indebtedness and related problems with defaults, Ampla
evidence supports the reality of {ncreasing reliance on loan funds.

The second 1Sgue concerns nertain provigionc in the surrsnt
lav which 1i{mit the institution's ability to address student need
by dirscting fuids in an equitabie msanner for All studente.
Kestrictions on the flexibility of s{d administrators to use the
Frograms {n the most efficient ways are creating thase problens.

In the $E¢° program, ocurrent law tequires that the fundes be
given first tC tre students with the lowest expected family
ccotribution and v:ch priority to those receiving Pell Grant, Due
to limited funds snd fha componente ef tho Pcl: Grant formula, Lhis
provigion results in studants slroady receiving the most grant aid
being targetod for SEOG funds, while other studsnts with
exceptionsl reed are eoxcluded from the sKo0G program, 1t s
FASFAA's suggestion that thess provisiocns be madified to allow
institutions to awvard SEOGC funds to student with the highoot
ramaining financial need after any entitlement grants, (e.¢g. Pell
and gtate), have been dJeducted. nis  wvill garuit greater
flexibiiity and allov a more equitavlie mix of grant and sglf-help
for students currently being under-servaed.

Further, c.:srent lav allows a transfer by institutions of up
to 10§ of allevatiana hAtwern SEOGC and CWED. We Dalieve thal Lhis
should be modified to allovw a transfer of up to 208 of allnrated
fundo. Again, this wuuld give the aia adsinistrator greater
flexibility in tha usa nf tunds provided. Tho {ague of grant/selfl-
holp ratio could be nddressed at the school level in a manner not
currently available, and with attention to specific neods. We
beliave this to ba particularly f{mportant aw funding remains
limited and unohanged in thase pivyrams,

Finally, the {ssue of funding for Pell Grant and the Campus-
Based Aid Programs {is i{tself an {issue dircctly related to
flexibility and the Crant/Sslf-Nelp ratio. It iw PASPFAA'S view
that reauthorization should address this concern. Tha funding

ots in grant programs ...ould be so estadl ished as to adjust the
ratio of Gift to Self-Hel; aid to a more balanced level. wWhile the
reauthorivation process caphut assure appropriation, it can provide
leadsrship in the wvay proqrass ghould ba funded to meet the nooda
of students,

CIQOING REMARKR

We hOﬁe Lhat these commonts have halped to enlighten and guide
You through some of the sajor issues of Reauthorization. For the
Unitod States to remain un the forefront of technology, continued
financial support for highar education is ®asential. Thank you for
your continued {ntereet in this impuslant ares.

0
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Mr. Goodling.

Mr. GoopLinG. Thank you, Mr. Chairma.., a couple of observa-
tions I suppose and a question or two.

Dr. Fritscaler, you indicated that Federal aid has not kept pace
with the cost of higher education. I have an awful lot of col ee%g'ues
that you will have to explain to them why the cost of higher educa-
tion ias outstripped the rate of inflation dramatically. We will
have t. have those answers before we can sell a lot of our col-
leagues in the Congress.

oice—you mentioned choice. I had a couple of concerns; one, I
t so many pai.nts who do not send their children on to some
orm of higier education, who will tell me that they are willing
to—they feel they have a responsibility to pay taxes to help others
ﬁ(; on to forms of higher education, but they do not feel that they
ve a responsibility to send them wherever they want to go. Then
when you mentioned choice, I was thinking of the present suit I
believe that the Justice Department has with some of our, quote,
“prestigious’’ institutions of higher learning in relationship to price
fixing, which sort of gave me the idea that they will charge as
much as we are willing to put up.

I will give you an opportunity to respond. I should not be doing
this to our panel.

Dr. FrrrscHLER. Where is your district, Congressman?

Laughter.]
r.l%oonunc. Let us see—oh, | was going to ask you about the
California Lotto, I was going to ask whether that is muci: more dif-
ficult to hit than the one in Pennsylvania since you used California
rather than Pennsylvania.

You did talk about the proprietary schools, where of course we
have the dilemma that 51 percent of our students do not go on to a
4 year institution and yet those who go on to the proprietary
schools probably are going to have to be trained and retrained by
those institutions over and over again if we are going to exist. So it
is a complicated problem that we are dealing with. They also do
not have the luxury of dealing with students, in many instances,
who would be accepted at any of your three institutions. So it
makes it a difficult problem for us.

I griess one question that I would have before you respond to any
of t}‘:?e other comments, to is what do you attribute your low default
rate

Dr. FrirscHLER. We attribute it to the fact that the students who
come here are—do graduate in 4 years and they do generally go on
to some kind of employment relatively soon so that they can in fact
begin the repayment plan, if not immediately, after they finish
graduate school. And that we administer the aid very carefully and
do follow up with them.

Mr. GoopLinG. Have you had any courses or programs where of
course you emphasize and re-emphasize the need to pay back and
the purpose for paying back and their responsibility to pay back?

Dr. FRITSCHLER. , we try to make that very clear to them.

Mr. GoopLING. Did you want to say anything about the other
comments——

Dr. FritscHLER. Well you raised many issues on costs of educa-
tion in this particular sector and I think its value. In terias of its
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value, I believe that that is relatively clear and it does society good
to support this kind of alternative in higher education. There ave
not many countries in the world that have private education as a
counterweight to public education at the higher education level,
and I think that the whole country and the whcle system benefits
by having this kind of institutional choice available.

On the question of inflation and costs, we could spend a lot of
time arguing about that, but I think I am rifht to say that if you
look back gg or 30 years, yo. will see a fairly good tracking with
inflationary costs, to our chhrges at institutions like Dickinson. I
like to point out a year at Dickinson back just after world War II
cost about as much as a good new Ford or Chevrolet, if you are
more comfortable with that. And that is about what it costs today.
Now the car that you buy today is going to have a lot more on it
and it is going to be a much better machine and you are paying for
that increase too. And that is what you are doing essentially in
higher education.

e are quite different from the way we were right after World
War II. I mentioned that Dickinson has overseas centers, for exam-
ple. Half of our students study abroad before they graduate and we
send those students abroad on our bill. I mean tieir tuition covers
their transportation to one of our centers overseas. So if you are
going to have education like this, it is going to cost. I think it is
remarkable, frankly, that we are able to offer this high quality
education at the low cost that we are offering it.

Mr. GoopLiNG. Dr. Ceddia, I with many of your recommen-
dations. Number one, the President has asked 2 years in a row I
believe for a program such as you mention. We have not gotten
around to it yet.

The Ways and Means Committee is looking for increased revenue
to the Treasury of the United States, they are not looking for any
suggestions from us that might decrease that revenue.

nd number three, several of our colleagues have been pushing
this for several years to eliminate the family home equity as part
of the needs analysis I think these are excellent suggestions. Alter-
nate certification is something that this administration is also
pushing. I am happy to say that AFT is also on board in relation-
ship to alternate certification, that alv.ays helps.

I'am not quite sure that I am ready to jump on your diversity of
standards bandwagon. I have to look into that a little more careful-
ly because certainly this Secretary could not be included with the
right-wingers, nor could this President So I will have to look to see
's_vhy Middle States was suggested for 1 believe 2 years rather than
a.

Dr. Ceppia. I have written you on that, 1 think your office has a
letter explaining it. I appreciate your consideration of it. | too am a
little perplexed about the situation, I do not completely understand
the Secretary’s motivation. It did predate him and he did continue
it. I know that there is considerable review of the matter now and
there appears to be some negotiat uns going on. But I think quite
honestly, Congressman, the administration’s stance on it has really
sent some very ambiguous signals across Middle States Region in
terms of where it stands regarding diversity. I think we can have a
very substantive debate on the issue of quotas and the problem
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that presents, but I think in no way do the Middle States’ stand-
ards speak to that or require quotas. It is very much self-generated
from the institutional level and has in many respects had a very
itive impact on the changing color and gender on the campus in
iddle States Region in the last 5 or 6 years. And when it is insti-
tutionally based, it seems to me that that is the appropriate kind of
value clarification and value sharing that we want in higher educa-
tion, as opposed to any direct intervention from the Federal level.
And where it is contained within the accreditation process where
institutions themselves are involved in predetermining what the
standards ought to be, I think that it does reflect very positively on
what ought to be part of our mission in higher education. I
think there is sone cloudiness here that needs to be cleared up.

Mr. GoopLING. Pe-haps Jo-Marie will! remind me to check with
the Secretary as to what his thinking is or t} at issue.

Dr. Romano, you have missed a golden opportunity, although Dr.
Fritschler was talking about soccer, when v 1 mentioned that it is
the school that is going into the big 10 in fowball, you should have
also said it is alse the football coach who insists that his students
graduate or they do not get financial aid, et cetera.

Dr. Romano. Mr. Goodling, I assumed everyone knew that.

g.i.au hter.]
:i.l E’oonunc. Again, | thank you all for testifying, we appreci-
ate that.

Mr. Gaypos. Before 1 call on Mr. Petri—I must have missed
something, anybody can respond—did you say there was a decided
increase in the number of middle income students applying for ad-
mission—decrease, increase, what is the situation as you have ex-
perienced it say over the last 3 or 4 years.

Dr. FRITsCHLER. it has been relatively flat because of the demo-
g-aphic picture, for us over the last couple of yvears. I imagine it
will start to increase now as more students graduate from high
school.

Mr. GAypos. Mr. Petri.

Mr. Prrri. Thank you very much. I guess I just have a comment
and a question and I will try to be verf brief. 1 realize it is not the
subject of this hearing, but we robably should have a hearing on
the accreditation process and whether 1t was intended, and wheth-
er in fact the law provides for certification of basic academic com-
petenc o: whether, like Mid States, franchises have been expand-
ed and policies set that were not intended to be implemented in
this particular way, and whether the Secretary is merely enforcing
the law. Perhaps we should give the Secretary a greater franchise,
or you folks a greater franchise, to decide what is correct on cer-
tain campuses,

The second issue is whether, as a matter of national policy—as
Dr. Fritschler mentioned in his remarks—we have a difficult job
providing for a great deal of diversity in trying to give Federal help
to a vast array of different types cf institutions, and whether we.
as part of the accreditation process, should require homogeneity or
diversity at each particular campus as a qualification of its being
accredited, or whether in fact we want to allow different education-
al institutions to provide differem experiences. For instence, a
Jewish institution which may not believe a womar can be a rabbi
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should perhaps not be compelled to permit women to attend. It
happened to g that this one particular institution was Jewish, it
was not a right-wing institution or a fundamentalist institution or
anything of the sort. So to cast us in a right-wing, left-wing politi-
perspective is, I think, quite 8 misteke and a red herring.

But my real question was of Dr. Fritschler and his suggestion of
a bonus for upiversities that ogemte on a need blind analysis. |
really think this 18 a good idea. It is one thing to %ive kids a pat on
the back and say you have won a national scholarship to attend
our university and if your family's financial situation changes, we
will fund that scholarship, so that these students get the recogni-
tion but not money. It is another thing to give funds to people be-
cause they happen to be a particular group, a sports person or a
minority or one thing or another, even though their families may
be very wealthy, in order to accomplish some goal other than
really providing financial access to that campus.

So if you have any ideas as to how we could go about doin
this—we got into this a little bit witl- the African-American schoE
arship imbroglio in Washington—and how we can actually accom-
plish the goal of doing this on the basis of need, without being ac-
cused of discriminating against various other objectives which
people are trying to accomplish, I would appreciate hearing them.

Dr. FRrrsCHLER. I will send you something.

Mr. Gaypos. Mr. Gunderson.

Mr. GUNDERSON. | am going to fallow Mr. Petri's precedent here
and ask each of you to submit something at least for the record,
and if not for the record, I would appreciate it if you would send it
t. me, either care of the committee or my office personally.

Dr. Fritschler, 1 would like you to submit to us some more
thoughts on the issue that Mr. Petri just brought forth, in the
sense that at a time when we are trying to promote academic ex-
cellence, how do we only look toward the financial need, especially
in the area of math and science, and what would the impact of that
be. And I am not saying I disagree with you, frankly it is an issue I
would like to think about a little bit more.

Dr. Ceddia, if I pronounced that correctly—-—

Dr. Ceppia. That is fine.

Mr. GunpersoN. Well for a Scandinavian, 1 am doing pretty
good. I would apgreciate it if you would-—I do not know what you
are sending or have sent to Congressman Goodling, but if you
would esther duplicate that o1 expand on that issue and send it to
the rest of us, especially frankly the points that you are trying to
bring up regarding the diversity issue. We need to struggle with
that and we need to hear your side.

And Dr. Romano, you touched on what everybody on this com-
mittee knows is my cause in the reauthorization. which is non-tra-
ditional schools. And I wanted to share with all of you that Title I,
which I along with Congressman Williams, pursued in the last re-
authorization, with the exception cf the urban universities, not one
higher education association ever testified in {ront of the Appro-
priations Committee requesting a dime from Title 1. Now that tells
me a great deal about the fact that the associations are out of
touch with the reality of change and when you look at a nation of
students as a part of education reform, we had better figure out
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how we are going to finance this nation of students returning to
work.

I would in particular like you all, each of you, to frankly go down
each title—as | look at institutional aid, obviously Title IV; as I
look at international, as I look at the construction, as I look at co-
operative and frankly as I look at graduate programs, each of these
areas I think frankly ought to take into consideration the changing
demographics of the non-traditional student in the training and re-
training. And I would appreciate it if you would submit to us over
the next few weeks, your recommendation specifically as to how we
might better serve that emerging constituency.

g if it is possible for us to give you all homework and assign-
ments, I have tried to do just that. But thank you all for very chal-
lenging testimony.

Mr. Gaypos. Gentlemen, thank you all very much, and in par-
ticular, Dean Fritschler, thank you for your accommodations here
today. I wanted to state that publicly.

The Chair calls panel number three; Director Kroh, Bradley
Academy for Visual Arts; Director Maley, York Technical Institute
and Director Murphy, Yorktowne Business Institute.

These are old friends here and on behalf of the full committee, |
would like to welcome you and you can fight among yourselves as
to who is going to start off. Without objection, all the prepared
statements will be made part of the record.

STATEMENTS OF LOREN KROH, DIRECTOR, BRADLEY ACADEMY
FOR THE VISUAL ARTS, YORK, PENNSYLVANIA; HAROLD
MALEY, DIRECTOR, YORK TECHNICAL INSTITUTE, YORK, PENN-
SYLVANIA AND DR. JIM MUKPHY, DIRECTOR, YORKTOWNE
BUSINESS INSTITUTE, YORK, PENNSYLVANIA

Mr. Krod. Good morning, Chairman Gaydos. Representative
Goodling and other members of the subcommittee. My name is
Loren Kroh, and I am President of Bradley Academy for the Visual
Arts in York, Pennsylvania. I am also a member of the Pennsylva-
nia Skills 2000 coalition, a group of school officials, employers,
public officials, students, graduates and other citizens. I am speak-
ing today on behalf of my school and this coalition and I appreciate
the opportunity to testify before you as you consider the reauthor-
i.ation of the Higher Education Act.

Bradley Academy for the Visual Arts is very typical of private
career schools. We are relatively small institutions that each focus
on just a few career opportunities. We provide our students with a
mix of classroom work and hands-on truining. The entire experi-
ence gives them a better understanding of the world of work.

Our institution offers specialized associate degrees in Graphic
Design, Interior Design and Fashion Merchandising to approxi-
mately 225 students throughout central Pennsylvania and northern
Mary'and. Our students represent a wide range of ages, but they
all realize the need for job skills and are more comfortable in an
environment like York than in a majoi metropolitan area.

Our students know the careers they want to pursue. Some have
xnown all their lives, but for many the opportunity comes later in
life—the non-traditionals that Congressman Gunderson had men-
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tioned. These are the students who are changing careers, re-enter-
ing the job .arket after the kids are in school, or who have found
a traditional 4 year college environment was not best suited for
them. Each year 15 to 20 percent of our entering class will have
attended some other postsecondary institution first.

Many of these students are frustrated because their course re-
quirements are not focused enough on the skills they want to de-
velop. Others need a more intimate environment, 225 is our school
enrollment, not the size of a lecture class. This size allows us to
work closely with students, culminating in the job search process,
including videotaped mock interviews, resume critiques and job-
lead development techniques. For those who wish to further their
education, we have transfer of credit arrangements with colleges
and universities throughout the region.

Bradley Academy, like most career schools, also has the ability
to react quickly to changing technological needs of the market-
place. For example, graphic artists today still need to be well
versed in traditional design skills, but the demand for knowledge
and expertise in computer-based desktop publishing skills is grow-
ing rapidly. We were able to make the decision to modify our cur-
riculum and purchase new computers and software within just a
few months to teach our students the latest techniques in graphic
arts. In response to business training needs, software-specific
courses were prepared and offered.

We have established program advisory committees as have most
NATTS degree-granting schools. The committees, comprised of
practicing professionals from the field, aid in the school’s regular
review of curriculum to assure our coursework reflects real busi-
ness needs, not perceived needs.

The result is a very favorable return on taxpayers' investment.
Consistently more than 85 percent of our graduates get jobs. Our
default rate the past 2 years has been 1.2 percent.

In his long-term education strategy, America 2000, President
Bush calls for all Americans to pursue every educational opportu-
nity available to them. As your subcommittee and the whole Edu-
cation and Labor Committee consider the reauthorization of the
Higher Education Act, we hope you will think of the varied oppor-
tunities Bradley Academy offers, the others schools you will hear
from this morning, and all private career schools provide, and
assure continued access across the spectrum of education.

I would like to offer two specific changes in financial aid pro-
grams | hope you will consider as you discuss reauthorization.

First, the method used in determining aid eligibility. To illus-
trate this point, I offer two cases where real estate assets reduced
or eliminated access to aid.

In the first case, the parents were retired with only interest, IRA
and Social Security income, but because they owned a family farm,
the student was ineligible for most forms of aid. This student,
through due diligence, held several part-time jobs to support her-
self through school and 1 am proud to say graduated just last week.

In the second case, the applicant’'s mother is divorced and re-
ceived possession of the family home. She has an annual income of
about $12 500 to suppert two people. Again, the value of the house
prohibits her daughter from receiving Pell or Stafford aid.
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The second area is uses of college work-study funds. Actual work
experience is certainly one of the most effective tools to reinforce
classroom training. Many of our students look for free lance work
to enhance their employability. Presently, Bradley Academy stu-
dents provide their services to non-profit organizations in our com-
munity. For example, one of our students designed the logo used by
the City of York for its 250th anniversary celebration; they design
the graphics for the annual hospital fete; they work with a local
advertising agency on pro bono accounts. Changing the college
work-study provisions to include the private sector could serve to
greatly increase the opportunities to prepare for gainful employ-
ment. Such experience can validate or redirect the student’s ulti-
mate job objective.

Education’s broad purpose is to provide the knowledge, experi-
ence and skills for students to participate in society as active, pro-
ductive citizens. Part of that participation in society is the ability
to support yourself and your family. Private career schools are part
of the vast network of postsecondary institutions that provide for
young adults and returning adults with the means to pursue such
work.

1 consider it an honor to be able to appear before this group
today and thank you for allowing me to share my opinion.

[The prepared statement of Loren Kroh follows:]
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Good morning Representative Goocdling and members of the
Subconmittes. My name is Loren Kroh, and I am president of
Bradley Academy for the Visual Arts in York, Pennsylvania. I am
also a member of “ennsylvania Skills 2000, a statewide coalition
of private careasr school officials, eamployers, public officials,
students, graduates, and other citizens. I am speaking on behalf
of my school and this coalition, and I appreciate the opportunity

to testify before you as you consider the Reauthorization of the

Higher Education Act.

Bradley Academy for the Visual Arts is very typical of
private carearx schools. We are relatively small institutions
that each focus on just a few career specialties. We provide
unique educational oppor:unities which are demanded by students
and employars alike. We provide our students with a mix of
classroom work and hands-on training. The entire experience

gives them a better understanding of the world of work.

Our institution offers specialized associate degrees in
Graphic Design, Interior Dasign, and Fashion Merchandising to
approximately 225 students throughout central Pennsylvanis and
northaern Maryland. Our students represent a wide rangs of ages,
but they all realize the need for job skills and are more

comfortable in York than in major metropolitan areas.

with the rapidly changing technologies in the workplace and
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the increasingly challenging competition American companises face
on local and global levels, it is in the best interest of many
employees and employers for more Americans to pursue some form of
education or training throughout their entire working careers.
This applies to manufacturing assambly-line workers, sexvice

employees, and managers and executives alike.

Our students Xnow the careers they want to pursue. Some have
known all their lives, but for many this knowledge comes later in
life . These are the student who are changing caraaers, re-
entering the job market after the kids are in scheol, or who found
that a traditional four-year college environment wasn't best for
them. Each year 15-20% of our entering class will have attended

sone other postsecondary institution also.

Many of these students are frustrated because their course
requirements are not focused enough on the skills they want to
develop. Others need a more i .timate environment. 229 is our
school enrcllment, not the size of a lecture class. This size
allows us to work closely with students, culminating in the job
gsearch process, including videc.aped mock interviews, critiques
and job-lead development techniques. For those who wish furthar
educatlon we have transfer of credit arrangements with colleges

and universities throughout the region.

Bradley Academy, like most career schools, alsc has the
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ability to react quickly to changing technological needs of thae
marketplace. Graphic artists today still need ta be woll versaed
in traditional daesign, but the demand for knovledge and expertise
in computer-based desktop publishing skills is growing rapidly.

We developed courses in computer graphics using the latest
Macintosh tachnolegy. We waere able to make the decision to modify
our curriculum and purchase new computers and software within

Just a few months and teach our students the latest techniques {n
graphic arts. In response to business training needs, software

spacific courses ware prepared and offered.

We have astablished Program Advisory Committees, as have most
National Association of Trade and Technical Schools {NATTS) degree
granting schools. The committees, comprised o* practicing
professionals from the field, aid in the school's reqular raview
of curriculum to assure our coursework reflects "real® businass

neads, not perceived needs.

The result is a very favorable raturn or. taxpayers'
investment. Consistently more than 85% of our graduates get jobs.

Our default rate the past two years has been 1.2%.

In his long-term education strategy, America 200Q, President
Bush calls for all Americans to pursue every educational
opportunity available to them. As your subcommittee and the whole

Education and Labor Committee consider the reauthorization of the
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Higher Education Act, we hope you will think of the varied
opportunities Bradley Academy, the other schools you will hear

about this morning, and all private career schools provide.

There are a two specific changes in financial aid programs I

hopa you will consider as you discuss reauthorization:

The method used in determining aid eligubility: I offer two

cases whore real estate agsets reduced or eliminated access to

aid.

In the first case, the parents were retired with only
interest, IRA, and Social Security income, but because they owned
a family farm the student was ineligible for most forms of aid.
This student held several part-time jobs to support herself

through school and graduated last week.

The second case invoclves an applicant whose mother is
divorced and received possession of the family home. She has an
annual income of §12,500 to support 2 people. Again the value of

the house prohibits her from receiving Pell or Stafford aid.

Uses of College Work-Study funds: Actual work experienca {s
certainly one of the most effective tools to reinforce classroom
training. Many of our students lcok for freelance work to enhance

their employability. Presently Bradley Academy students provide
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their services to non-profit organizations in our community. For
example, one of our students designed the logo used by the City of
York for its 250th anniversary; they design the graphics for tne
annual Hospital Fete; and they work with a local advertising
agency on their pro bono accounts. Changing the College Work-
Study provisions could serve to greatly increase their

opportunities by including the private sector.

tducation's broad purpose is to provide the knowledge,
experience and skills for students to participate in soclety as
active, productive citizens. Part of that participation in
sociaty is the ability to support yourself and your family.
Private career schools arae part of the vast network of
postsecondary institutions that provids cur young adults with the

means to pursue such work.

Thank you for allowing me to share my opinions with you this

morning.
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Mr. Gaypos. Director Maley.

Mr. MaLky. Representative Goodling, members of the subcommit-
tee, good morning. My name is Harold Maley, | am President of
York Technical Institute, a private career school that has served
residents of south central Pennsylvania and northern Maryland
since 1967. In addition to representing my institution, I am also
speaking on behalf of the Pennsylvania Skills 2000 this morning. |
appreciate the invitation to describe York Technical Institute as
your subcommittee considers reauthorization of the Higher Educa-
tion Act, a piece of legislation I believe to be one of the most impor-
tant Congress will vote on this session.

York Technical Institute is one of very few private career schools
offering technical career programs in this region. We draw stu-
dents primarily from the York, Lancaster, Gettysburg and north-
ern Maryland areas. We began offering prograrns in Design Draft-
ing Technology in 1967. We expanded our curriculum to include
programs in Electronics Technology in 1983 and Travel & Tourism
and Computerized Accounting in 1986. We serve 450 students an-
nually, with more than 195 students graduating last year. Of those
students, we placed 82 percent in jobs related to their major within
90 days of graduation, 95 percent of all graduates in jobs. Since
opening the doors in 1967, we have provided quality, career-specific
education to nearly 3,000 Pennsylvanians.

We serve a younger student body than most private career
schools and they tend to draw more on student loans than grants.
Our students, average age is 22 years, but they range in age from
17 to 61. Nearly 60 percent of our students are dependent and 40
percent are independent. Approximately 13 percent of our students
have some form of education beyond high school prior to entering
York Tech.

By and large our students have graduated high school, possibly
attended some college or community college, worked in one or two
jobs and are turning to York Technical Institute to provide them
with technical, career-specific education to help them gain better-
paying jobs. To assist students in finding those jobs, we take a
unique approach to providing placement assistance. Rather than
having a placement staff separate from our faculty, our faculty
members are directly involved in counseling, job search training
and helping students iind their first jobs after graduation.

Central Pennsylvania has a diverse base of small manufacturing
employers. York Techrical Institute seeks to meet the needs of the
area’s employers through seeking their direct advice and input and
quickly translating that advice into curriculum for our students.

In order to ensure our curriculum is responsive to area business
needs, we have an Industry Advisory Board of more than 40 local
employers that meets regularly to discuss the kinds of skills they
need and how we might provide an education that instills those
skills in our graduates. Our Advisory Board consists of employers
representing all of our programs of study.

All of these efforts translate into good jobs for our graduates.
Employers have good things to say about our graduates of all of
our programs and our graduates often comment on how completing
their diploma and degree helped them turn their lives around.
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I would like to tell you about a couple of our graduates’ experi-
ences.

James Slee is a 1989 graduate of York Technical Institute’s Elec-
tronics Technology Associate d program. James graduated
from high school in the early 1970s and attended Brevard College
in North Carolina and Lenders Coll in South Carolina. He re-
ceived a bachelors of science in psychology. Prior to enrolling at
York Tech, James worked in a local factory for SKF Industries. He
was trying to support a family of five, including a handicapped
child, while subject to periodic layoffs due to the economy. He de-
cided the instability and unpredictability of his job was unaccept-
able and enrolled at York Tech.

With his degree from our school, Jim is now a Technical Oper-
ations Manager/Master Technician with the East Coast Division of
McBiz Corporation.

Where Jim used to be a factory line worker without much job
security, he has had several promotions with McBiz. Today he
manages and provides training to McBiz technicians all over the
east coast region.

James was able to attend York Tech by securing a combination
of grants and loans under the Title IV program.

second graduate of York Technical Institute doing well here in
central Pennsylvania is Lynn Myers. Lynn came to York Tech
under similar circumstances to James Slee's; he was a factory
worker who had weathered a succession of layoffs, and was tired of
the uncertainty and economic hardship. Lynn enrolled in our pro-
gram of Design Drafting Technology Associate Degree program and
graduated in 1989,

After graduating, Lynn was hired by Moore Engineering. Since
that time he has moved on to a job with P.H. Glatfelter Company
where he is one of five York Tech graduates working as design
drafters.

Lynn was abie to attend York Tech by securing a mix of grants
and loans also.

As you consider the reauthorization of the Higher Education Act,
I urge you to pay close attention to the Title IV programs. As Title
IV financial aid programs are currently administered, they are
overly comglex and confusing for students and financial aid officers
alike. This complexity actually serves as a barrier to students con-
sidering postsecondary education.

Additionally, I would like to ask that you carefully review the
mix of loans and grants available to prospective students. Assets
tests currently in place do not realistically reflect some students’
families' ability to support them and pay for tuition. The trend to-
wards loans to the exclusion of grants has served to leave low-
income students with large debts as they are just beginning their
working careers. As Stephen Blair, President of the National Asso-
ciation of T .de and Technical Schools told your subcommittee last
month, p- ite career schools would like to see a better mix of
grants ar  joans.

However, this is not a call to rob Paul to pay back Peter. If you
add funds to grants programs by removing them from loan pro-
grams, you will make it more dbi’fﬁcult for middle class students
who cannot afford school without loans but do not qualify for

In7
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grants. James Slee and Lynn Myers are examples of these students
who would not have been able to pay for school with their own re-
sources. They were able to mix grants and loans to pay for their
tuition, complete their associate degrees and move immediately
into well-paying jobs that improved their lives.

One group of students has already been harmed by being effec-
tively excluded from financial aid. Further compounding that prob-
lem by excluding another group is not a solution. All students, re-
gardless of their socio-economic circumstances, should have access
u‘: financial aid to pursue the postsecondary education of their
choice.

Thank you for inviting me to testify this morning.

[The prepared statement of Harold Maley follows:]
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Representative Goodling and members of the Subcommittee, good
morning. My name is Harold Maley, and I am president of the yYork
Technical Institute, a private carcer school that has served
residents of Cantral Pennsylvania and Northern Maryland since
1967. In addition to representing my institution, I am also
spoaking on behilt of Pennsylvania skills 2000 this morning. I
appreciate the invitation to describe York Technical Institute as
Your subcommittee considers the reauthorization of the Higher
Education Act, a piece of legislation I believe to be one of the

most important Congress will vote on this session.

York Technical Institute is one of very few private career
schools offering technical career programs {n this reqion. we
draw students primarily from the York, Lancaster, Gattysburg, and
Northern Maryland areas. We began offering programs in Design
Drafting Technology in 1967. we expanded our curriculum to
include programs in Electronics Technology in 1983 and Travel &
Tourism and Computerized Accounting in 1986. We serve 450
students annually, with more than 19% graduating last year. of
those students, we placed 82% in jobs related to their major and
95% of all graduates in jobs. Since opening our deoors in 19¢7, wae
have provided quality, career-spoecific education to nearly 1,000

Pennsylvanians.

We serve a younger student body than most private career
schools, and they tend to draw more on student loans than grants,

Our students' averacqge age is 22 years old, but they range in age
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from 17 to 61. Nearly 60% of ou- students are dependent students
arnd 40§ are indapendent. Approximately 13% of our students have
soms form of education bayond high school when they enter York

Tech.

By and large our students have graduated high school,
possiply attended some college or community college, worked in one
or two jobs, and are turning to York Technical Institute to
provide them with technical, career-specific education to help
tham gain better-paying jobs. To assist students in finding those
Jobs, we takxa a unique approach in providing placement assistance.
Rather than having a placement staff separate from our faculty,
our faculty members are directly involved in counseling and

helping our students find their first jobs after graduation.

Central Pennsylvania has a diversified base of small
manufacturing employers. York Technical Institute seeks to meet
the needs of our area's employers through seeking their direct
advice and input, and quickly translating that advice into
curriculum for our students. Our job is to provide the school-to-
work trancition that is so sorely lacking in our public secondary

and postseconder s education system.

In order to ensure our curriculum is responsive to area
business needs, we have an Industry Advisory Boa:rd of more than 40
local employers that meets reqularly to discuss the kinds of

skills they need and how we might provide an education that
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instills those skills in our graduates. Our advisory board
consists of employers representing all of our programs. Local
employers who advise us on our Travel and Tourism program include
Rosanbluth Travel, Budget Rent-a-Car, Sheraton Lancaster Raesort,
and American Airlines. Block Businass Systems, Burle Industries
and York Hospital advise us on our Electronics Technology program;
Red Lion Controls, Burchart-Horn, and Basco Associates advise us
on our Design Drafting Technology program; and Dauphin Deposit
Bank and YEP Industries advise us on our Computerized Accounting

program.

All of these aefforts translate into good jobs for our
graduates. Empleyers have good things to say about graduates of
all of our pregrams, and our graduates often comment on how
completing their diploma and Associate Degree programs at York
Tech helped them turn around their lives. I would like to enter
into the record a list of gquotes from local employers about some
of the graduates they have hired. I would also like to tell you
about a couple of our graduates' experiences having graduated from

York Technical Institute.

James Slee is a 1989 graduate of York Technical Institute's
Electronics Technology Associate degree program. James graduated
from high school in the early 1970s and attended Brevard College
in North carolina and Landers College in South carolina, where he
received a Bachelors of Science in Psychology. Prior to enrolling

at York Tech, James worked in a local factory for SKF Industries.
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Jim vas trying to support a family of five, including one
handicapped child, while subject to periodic layoffs due to the
economy. He decided the instability and unpredictability of his

job was unacceptable and enrolled at York Tech.

with his dagrea from our school, Jim (s now a Technical
Operations Manager/Master Technician for the East Coast Division
McBiz Corporation. Based in Topeka, Kansas, McBiz is the parent
company of Chuck E Cheese's Restaurants and Show Biz. If you are
not familiar with Chuck E Cheesa's or Show Biz, their trademark is
animated robotic animals who perform and entertain young dinexs

{(and try the patience of their parents).

Whera James usad to be a factory line worker without much job
security, he has had several promotions with McBiz. Today he
manages and provides training to McBiz technicians all over the

East Cocast region.

James was able to attend York Tech by securing a combination
of Pell Grants, Guaranteed student Loans, Supplemental Educational
opportunity Grants and funds for the Pennsylvania Higher Education

Assistance Agency,

A second graduate of York Technical Institute doing well here
in Central Pennsylvania is Lynn Myers. Lynn came to York Tech
under circumstances similar to James Slee’s; he was a factory

warker who had weathered a succession of layoffs, and he was tired
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of the uncertainty and economic hardship. Lynn enrclled in our
Design Drafting TechnoloQy Associate Degree program, and graduated

in 19s89.

After graduation, Lynn was hired by Moore Engineering. Since
that time, he has moved on to a job with P.H. Glatfelter Co.,
where he is one of five York Tech graduates working as Design

Drafters.

Lynn wvas also able to attend York Tech by securing a mix of

grants and loans.

As you consider the reauthorization of the Higher Education
Act, I urge you to pay close attention to the Title IV prograns.
As Title IV financial aid programs are currently administered,
they are overly complex and confusing for students and financial
aid officers alike. This complexity actually serves as a barrier
to students considering postsecondary education as they do not

understand how to properly apply for loans.

Additionally, I would ask that you carvefully review the mix
of loans and grants available to prospective students. Assets
tests currently in place do not realistically reflect some
students® families’ ability to support them and pay for tuition.
The trend towards loans to the exclusion of grants has served to
leave low-income students with large debts as they are just

beginning their working careers. As Stephen Blair, president of
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the National Asscciation of Trade and Technical Schools (NATTS)
told your subcommittee last month, privata career schools would

like to see a batter mix of grants and loans.

Howaver, this is not a call to rob Paul to pay back Peter.
If you add funds to grants programs by removing them from loan
programs, you will make it more difficult for middle class
students who cannot afford school without loans but do not qualify
for grants. James Slee and Lynn Myers are examples of students
who would not have been able to pay for school with their own
resources. They were able to mix grants and loans to pay for
their tuition, complete Associate Degrees, and move immediately

into well~paying jobs that improved their lives.

One group of students has already been harmed by being
affactively excluded from financial aid. Further compounding that
problem by excluding another group is not a solution. All
students, regardless of their socio-economic circumstances, should
have access to financial aid to pursue the postsecondary education

of their choice.

Thank you for inviting me to test:fy before you this morning.
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Mr. Gaypos. Dr. Murphy.

Dr. MurrHY. Members of the panel, good morning. My name is
James Murphy and I am President of Yorktowne Business Institute
in York, Pennsylvania. I too appreciate the opportunity to apfpear
before you to discuss the importance of the reauthorization of the
Higher Education Act.

l’%his morning, I would like to describe for you two areas in which
my institution has been particularly successful, and of which I am
guite proud: placement of graduates and management of the stu-

ent loan payments.

First, Yorktowne Business Institute offers associate degree pro-
grams in Computer Information systems, Accounting, Manage-
ment, Secretarial Studies (including Executive, General, Legal and
Medical), General Business Clerical studies and programs for recep-
tionists and data entry clerks as well as travel agents. We have
had great success in placing graduates from all these programs
with employers ifi south central Pennsylvania. Over the last year,
we have successfully placed 95 percent of all graduates and since
1976 approximately 1500 area residents have graduated from YBI
and now constitute a significant representation in our local work
force.

An aspect of our programs which makes our students articular-
ly attractive to employers is our externship program, which offers
240 hours of on-site work experience in conjunction with classroom
work. Only students who maintain a 2.5 rade-point average are el-
igible for this program. Although they do not receive pay for the
work they do in this program, they do receive 4.5 hours of credit
towards their degree. About 85 percent of our students choose to
participate in the externship.

I would like to describe for you the experience of one of our
extern graduates and I would also like to enter this as a profile of
this graduate from the York Sunday News.

Until 2 years ago, Carol Kertzel had held few jobs throughout
her marriage other than driving a bus and a short stint as a court
clerk more than 12 years ago. Her divorce forced her to assume the
role of family breadwinner, an intimidating prospect for a 41-year-
old mother of four who had not been to school in 24 years. She
knew she had to earn msre than a minimum wage, but she did not
have the education or work experience she needed to get a well-
paying job.

aving heard about Yorktowne Business Institute and having
taken an interest in computers through playing with her kids’
home computer, Carol called YBI and enrolled in our computer in-
formation systems program. Carol took classes through the
summer, worked several part time jobs and completed a 240 hour
externship at Rutter’'s Dairy. She completed her degree in 18
months and now has a full time job working with computers at Ett-
line Foods which is a wholesale food distribution firm in York, and
she was also able to give up her part time job that she orce held to
support her family.

Carol's story is fairly typical of her classmates at Yorktowne
Business Institute. She chose YBI because it was small at that
time, 200 students, friendly and supportive, which is what she
needed. Non-traditional student covers a wide range of circum-
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stances; single parent, displaced homemaker, unemployed head of
household. The Federal financial aid program was designed to help
this group. Thanks to Title IV programs, Carol is now a taxpayer,
not a tax user. I have included other cases of successful attendees
and graduates with this testimony.

YBI serves a wide range of students of all ages and circum-
stances here in south central Pennsylvania. We place a strong em-
phasis on helping our students look for potential jobs before they
graduate. Nearly 40 percent of our externs are hired by the compa-
ny where they worked during their externship; but even if they are
not, that 6 weeks of work experience is a plus on their transcripts
and resumes.

Some of our graduates have not graduated from high school. To
serve these students, we offer GED programs in conjunction with a
local intermediate unit.

In addition, and perliaps because of our high placement rate, we
have been able to hold our default rate at 3.4 percent. That low
rate is partially a result of our graduates’ ability to secure jobs
with an average starting salary of $14,000. Thr population we
serve, while hardly weaFthy, comes from a working class back-
ground and frankly, they do not contend with the difficulties expe-
rienced by graduates from our colle:. gue’s schools in predominantly
urban and low income commup .ies. Most of our students come
from supportive families and communities and many have worked
some time and are seeking to improve their career prospects rather
than start a new one and many students work part time as they
pursue their degrees at Yorktowne Business Institute.

Our administrators have attended NATTS- and AICS-sponsored
default management workshops and we have adopted many of the
default manage.nent initiatives, Whether our students are fresh
out of high schoo! or older students who have been working for sev-
eral years, their student loans are often the first loans that they
have taken out in their own name. All of the forms and regulations
and payment schedules can certainly be bewildering, so our finan-
cial aid officer makes sure that our students understand their
rights and responsibilities as loan recipients.

As you consider the reauthorization of the Higher Education Act,
please think of all the students who depend on your actions. The
decisions you make could mean the difference between pursuing an
education or not, for many students. 1 also urge you to restore
better balance between grants and loans so students are not dis-
couraged from even beginning their postsecondary education. I
hope you wil! review the student loan process and simplify proce-
dures that are overly complicated and sometimes intimidating, to
improve the effectiveness of the financial aid programs.

YBI serves students who are not in the market for a traditional
degree. They come to our institute with a practical, career-specific
education in mind and they often cannot afford to set aside the 4
years of their lives to pursue a broad liberal arts education. They
are people who want to start their working careers earning a
decent wage. They are people who have been in the work force for
some time or people who have been out of the work force and want
to re-enter in a better position than the one they left. They leave
Yorktowne Business Institute and move immediately into the
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workplace where they receive strong praise and support from their
employers. The basis for that praise is the postsecondary education
that they have received at Yorktowne Business Institute.

Thank you for this opportunity to share with you our views

[The prepared statement of Dr. Jim Murphy follows:]
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Repraesentative Goodling and members of the Subcommittee, good
morniny. My name is James Murphy, and I am president of the
Yorktowne bisiness Institute in York, Pennsylvania. Today I am
hece representing wv eci,uoL and Pennsylvania skills 2000, a
statawide coalition of private carear school and college
officials, employers, public officials, students, graduates, and
other citizens. We joined together hacause weé a e concerned
about the future of our nation's postsecondary educational
system's ability to prepare today's s¢c.dents for tomorrow's
workforce. I appreciate ti.= oprustunily to appear before you
today to discuss the importance of the reauthorization of the
Higher Education Act.

This morning, I would like to descr.be two areas in which my
school has been particularly successful and of which I am quite
proud: placement of graduates and management of student loan
payments.

Yorktowne Business Institute (YBI) coffers programs in
Computer Information Systems, Accounting, Management, Secretarial
Studies, (including Executive, General Business, Legal, and
Medical Secretaries), General Business cClerical studies, and
programs for Receptionists Data Entry Clerks and Travel Agents.
We have had great success in placing graduates from all of these
programs with employers in South central Pennsylvania, oOver the
last year, we have successfully placed 89% of our graduates in
jobs related to their majors and 55% of all graduates in jobs.
Since 1976, approximately 1,500 area residents have graduated from
YBI and now constitute a significant representation in our local

w'rkforce.

An aspect of our program which makes our students
particularly attractive to employers is our Externship program,
which offers 240 hours of on-site work experience in conjunction
with classroom work. Only students who maintain a 2.5 grada~point
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average are eligible for the program. Although they do not
raceive pay for the work they do under this projram, they do
raceive 4.5 hours of credit towards their degree. About 85% of
our students choose to participate in an Externship.

I vould like to describe the aexperience of ona of our Extern
graduates, and I would also like to enter a profile of this

graduate from the York Sunday Newgs into the record.

Until two years ago, Carol Kertzel had held few jobs
throughout her marxisge other than driving a bus and a short stint
as a court clerk more than 12 years ago. Her divorce forced her
to assume the role of family breadwinner, an intimidating
prospect for a él-year-old mother of four who hadn't been %o
school in 24 years. She knew she had to earn more than a minimum
wage, but she didn't have the education or work experience she
needed to get a well-paying job.

Having heard of Yorktowne Business Institute on the radio and
having taken an interest in computers through playing with her
kids' home computer, Carol called YBI i:nd enrolled in our Computer
Information Systems program. Carol took classes through the
summer, worked several part-time jobs and completed a 240-hour
extarnship a:¢ Rutter's Dairy. She completed her degree in 18
months. She now has a full-time job working with computers at
Ettline Foods, and she was able to give up the part-time jobs she
once held to support her family.

Carol is a typical example of our students. When people
think of postsecondary education, chances are they think of high
school graduates going directly into a traditional four-year
ctollege. This is an incomplete picture of the postsecondary

student population.

Just as Carel's life changed dramatically, so too has the
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postsecondary education student population. Today's students tend
to be older, many are seeking postsecondary education after not
having been in a cl_ssroom in a long time. The average age of our
students is 25. Many of our students, like Carol, graduated from
high echool gome time a8go and are returning to school to gain new
skills to anable tham to secure well-paying jobs to support
themsalvas and their families.

Another case is Ann Marie Mattern, a graduate of Yorktowne
Business Instituta. 1In 1985, Ann's life was at a stand-still.
Her medical technician skills were out of date because of her
absence from the flald while her children were young. She was
laid off from her seasonal job as a flower arranger, and her next
seasonal period was some months away. In February 1985, Ann
Karie realized that unless ghe got some additional and
contemporary training, her life would be this endless cycle of
hires and layoffs.

She then decided to enroll at vorktowne Business Institute.
Moncy was in short supply and her own resources were limited
because of family responsibilities. She obtained a federal
guaranteed lcan to cover her education costs and, because of this
loan, she was able to afford dependable transportation, books,
lunch money, and other expenses she incurred during her training
Period at Yorktowne Business Institute.

In May 1986, Ann Marie graduated from Yorktowne Business
Institute as a legal secretary with an Associate Degree. 1In
contrast to her circumstances a short 15 months ago, Ann now had
three job offers from local law firms. Because she now saw a new
career path set before her, she took a position that as a
paralegal. Ann is now about to complete her paraleqal training
and, plans to apply to Weidner University law, intending to beqgin
classes there in the Fall ot 1991.
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Ann's story is fairly typical of her classmates at Yorktowne
Business Institute. She choss YBI, because it was small (200
students), friendly, and supportive -- which is what she needed at
the time. Non-traditional students come from a wide ranga of
parsonal circumstances: single-parent, displaced homemaker,
gne=plsrved head of household. The federal financial aid program
should also halp this group. Thanks to Title IV programs, Ann is
now a taxpayer, no': a tax user. I have included other cases of
successful attendees and graduatss with this testimony.

YBI serves a wide range of students of all ages and
circumstances here in South central Pennsylvania. We place a
strong emphasis on helping our students look for potential jobs
baefore they graduate. Nearly 40% of our externs are hired by tha
company where they worked during their extarnship: but even if
they are not, that six weeks of work experience is a plus on
thaeir transcripts and resumes.

In addition to, or perhaps becausa of our hiqh‘placemant
rate, we have been able to hold our default rate to 3.4%. That
low rate is a result of our graduates' ability to secure jobs with
an average starting annual salary of $14,000. The population we
serve, while hardly wealthy, comes from a working class
background, and, frankly, they do not contend with some of the
difficulties graduates from our colleagues' schools in
predominantly uruan low-income communities. Most of our students
come from supportive families and communities, many have workad
for some time and are seeking to improve their career prospects
rather than start a new one, and many students work part-time as
they pursue their degrees.

We have also adopted many of the default management
initiatives which you heard about when National Association of
Trade and Technical School (NATTS) President Stephen Blair
testified before your subcommittee last month. As you know, he
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spok@ on behalf of NATTS and the Association of Independent
Colleges and Schools (AICS), the nation’'s two largest
organizations representing private career colleges and schools.
NATTS and AICS together represent more than 2,200 institutions
that are educating nearly 1.5 million students in 130 differant
cargaer~spacific fields.

Our administrators have attended NATTS~ and AICS-sponsored
default management vorkshops, and we use the NATTS and AICS
manuals and videos in our student counseling. whether our
students are fresh out of high school or older students who have
been working for several years, their student loans are often the
first loans they have taken out ip their own name. All the forms,
regulations, and the payment schedulaes can be bewildering, so our
financial aid officer tries to help our students understand what
their rights and responsibilities are as loan reciplents.

As you consider the reauthorization of the Higher Education
Act, please think of all the students who depend on your actions.
The decisions you make could mean the difference between pursuing
an education or not for many students. I urge you to restore a
better balance between grants and loans so students aren’t
discouraged from even beginning their postsecondary education. I
hope you will review the student loan process and simplify
procedures that are overly complicated, and sometimes
intimidating, to improve the effectiveness of financial aid
programs.

YBI serves students who are not in the market for a
traditiopal four-year baccalaureate degree. They come to our
school with a practical, career-specific education in mind, and
they often cannot afford to set aside four years of their lives to
pursue a broad liberal arts education. They are people who want
to start their working careers earning a decent wage. They are
peocple who have been in the workforce for some time or people who
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have been out of thae workforce and want to re-enter in a better
position than the one thay left. They leave Yorktowne Business
Institute and move immediately into the workplace where they
receive strong praise and support from their employers. The basis
of that praiee is the postsecondary education they have received
at Yorktowne Business Institute.

Thank you for the opportunity to share my views with your
subcommittee this morning.
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Mr. Gaypos. I want to thank the panel, and before 1 forget, the
prepared statements are made a part of the record, and that is
without objection.

Mr. Gaypos. Anybody can respond to this, either one of you—
how about the lines of communication regarding changes in stu-
dent assistance programs and the government agencies such as
maybe the Department of Education, the Pennsylvania Depart-
ment of Education, maybe your accrediting agency, all those—what
kinds of lines of communication do you have and should it be im-
proved and who gives you the best service? Is that a fair question?

Dr. MurrHy. Congressman, I worked for the Federa! Government
for 24 years and during that time it was a standard joke when
someone says | am from the government, I am here to help you, a
play on words. Oftentimes, the—Department of Education in Wash-
ington I believe is well-meaning, I believe they have the interests
of the students at heart. I also believe that we have the interests of
students at heart also, the priviite career sector. In many cases, the
information that they set out to send out to the institution is often
so complex, as you know it must go through a review process
through the attorney's office of the department before it is sent out
to the institutions. e{’e are not lawyers, our financial aid staff does
not possess legal degrees, but unfortunately, we must quickly adapt
to a particular jargon which emerges from these regulations. The
department I think is probably not just the only one guilty of that,
but it is primarily—the process itself was escablished, patterned
after the G.I. Bill which we repaid billions of times back into the
tax coffers. Now it is so complex that many people are just intimi-
dated from applying for it because it is so complex. The communi-
cation is as best it can be, considering the amount of information
that they have to send out to us. The drug thing that we have to
comply with is a terrible burden. Nonetheless we do it. Communi-
cation I would say is best, but like most things it could probably be
improved.

Mr. Gaypos. One question. Is the joke still valid?

Dr. MurrHy. Not really—not really.

Mr. Gaypos. Changed a little bit?

Dr. MurpHy. It has changed.

Mr. Gaypos. If you had some recommendations, what recommen-
dations would you give the committee as far as changes are con-
cerned—-anybocfy?

Mr. KroH. I would offer the suggestion to echo the presentations
made by some of the panels earlier today. Number one, we do not
want an attorney in the financial aid office to have to be able to
understand what is going on. And the student who applies——

Mr. GoopriNG. Not me.

Mr. Gaypos. These fellows are all attorneys here, you had better
watch yourself Here is a real authentic educator—I am sorry.

Go ahead, I am sorry.

Mr. Kron. But the point being that when the students’ families
come in to apply for aid, they just have this total look of helpless-
ness. You know, "'l received the application, what do I do now.”
And by simplifying in any way the process of application for loan
or grants and consolidating programs would be a dramatic im-
provement in the process.
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Mr. Gaypos. I will tell you where they come now, they come to
Co ional offices and I think all these gentlemen here will
verify that. I get hundreds of them.

Mr. Kron. With a shoebox and their receipts.

Mr. Gavpos. I tell them not to cheat too.

All right, I just wanted to know from a practical aspect just how
the thing was working out there.

You know—Mr. Murphy, you in particular, that I have an ex-
treme sensitivity to the career schools. I toured one down in Pitts-
burgh and I did not have a concept. It was not the culinary school,
which is a good school, it was the Pittsburgh Institute of Arts and 1
thought it was one of those places where you had questionable
models being painted and things like that. But that is not the case
at all. They have very close cooperation with local television sta-
tions. They fabricate right on site all of the different caricatures
and things like that that they have in advertising. They go through
an excruciating program, you know, of knowing the background
and color designs and things of that nature. The whole course is
constituted of like 2'% years, over 2 years, depending on what por-
tion of the course they endeavor to follow and where their interests

lay.

{ had one member of my family, I have—one of my daughters
went to that Bradford School up there. She did not want to go to
college, did not want a formal education. She works for a judge
today, but all of the career training aspects she acquired from the
career school. And she kids her attorney brothers and sisters that
she got the better deal. Whether she did or not is questionable but
the fact remains that there are individuals in this country that are
sincerely desirous ¢f going to a career school, and I think—at least
my feeling and I am sure Mr. Goodling shares my feeling—that I
think it is desirous upon this committee, to hopefully foster good
relationships and to support career schools. Hopefully will not have
that stigmatization that it is a cheat, that they are after your
money, they flunk you, they misinform you and all those things. I
have n to schools down in Florida and out in Arizona, Phoenix,
Arizona, the air conditioning schools. I have always asked a very
practical question, if these schools do not exist, who is going to
train a person for instance to repair and maintain air conditioning.
Yes, some of the unions do it, but not every place is unionized.
Unions are slipping per se as such and they do not have these
training programs. Somebody has to provide that very, very sensi-
tive training.

I have made my speech already and I call up on Mr. Goodling.

Mr. GoopLiNG. | notice that all three of you have low default
rates. | noticed in your testimony it pretty much coincided with Dr.
Fritschler’s in that students graduate, and tney get a decent job. Is
that the major reason that you believe you have the low default
rates or do you work at it pretty hard in other ways or to what do
you attribute it?

Mr. Kron. Well it is certainly not a mistake. As we discussed at
the roundtable that you hosted some months ago, I think it was Dr.
Ceddia from Shippensburg said that the default rates that our
schools have really represent the constituency we serve. Qur stu-
dents are responsible and I think it just tends to highlight the
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socio-economic aspects and complexity of the whole default issue.
Our rates are low, we have implemented—I think I can speak for
all three schools, but I know certainly at my school, we have taken
the default management initiatives very seriously. The students in
the first course and the last course they have during their two year
training program are taught responsibility in terms of personal
budgeting, personal planning, being responsible for the choices that
they make, and that includes the responsibility to repay their
loans, whether they go to work the next day or the next month or
elect to continue education—they are responsible. And it is a mes-
s&ﬁ that is received by our constituency.

r. GoopuNG. Mr. Murphy—or Mr. Maley, you mentioned that
40 percent of your students are independent. they—do you get
many ~omplaints about the complexity—or do you have a problem
with determining whether they truly are independent or are not
independent with the way in which we have the situation ar-
ranged?

Mr. MALEY. Yes, that is one of the problems that we deal with in
our financial aid office. I am not a financial aid person and I do not
understand it even though I deal with it, but that seriously is a
problem, I think probably more so in the past than it is now. I do
not know if it has become easier or we have just learned to deal
with it, but determining independent/dependent status has been a
very complex issue for us.

Mr. Gaypos. Mr. Petri.

Mr. PETRI. Thank you. I would like to echo the comments of our
Chairman, Mr. Gaydos, there are a lot of very well run proprietary
vocational schools that fill a real niche and are very important,
and do a good job. There are also some that are not so goocf.o There
are some public institutions that also take advantage of the system.
THis problem is not restricted to the proprietary schools and 1 do
hope that those of you that are doing a very good job and have a
high level of professionalism will work with us in trying to set
standards that will maintain access, and maintain good proprietary
as well as governmental institutions, but will get rid of the people,
both public and private, who are trying to game the system and
milk the system, because this sort of thing gives us all a bad name
when it happens.

I just have one question, maybe the next panel will touch on it,
but a number of students have come to me and talked about the
timing of Federal loan ard grant payments. Evidently they often
have to buy books and training materials at the time they enroll,
and yet they do not get reimbursement for some weeks after they
have been in school. And evidently while the sums are not large, it
is a consideration and a barrier for some people who are really
trying to scratch out every last dollar and move ahead. Do schools
basically take that into account normally and advance this money
to students, or is there a need for us to ge more conscious of that?

I guess the reason for this is that we want to make sure these
students are really enrolled and that they do not just take the
money and run.

Dr. MugpHy. It is very difficult to deny a student materials such
as books and textbooks when classes are beginning the next day
and their financial aid has not cleared. So often we do, we simply
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address that issue, the student has applied for financial aid so we
give them those books. Again, we are a small institution, we
number a little over 300 students, s0 we know everybody fairly
well. We do that and we have had some problems with a local
training agency which has had some of its own problems internall
about payments and we have not been reimbursed for that. But ul-
timately we are looking at a group of students who have not reject-
ed the idea of a 4 year college or university but they have never
considered themselves—and I do not want to use the word unfairly
to them—they do not consider themselves worthy of it.

We have some extremely Sright young men and women who
graduate from our institution, who go on to 4 year institutions, but
they come to us because (1) they are concerned about the size of the
institution; (2) they are concerned about the type of car« that they
will receive while they are there; and (3) the concern of help along
the way, a tremendous fear of failure that they have.

We instituted a policy this past year in which the student, if they
attend 90 percent of the classes their first term—if they fail those
classes the first term, they can take those classes over aga:n at no
charge. Now we do not anticipate that it will be huge numbers, but
it was to remove that question of fear that comes into their minds.

We all sit around here, you know, oftentimes in a beautiful
campus like Dickinson, and we really do not identify with those
kids. It is very difficult. They live in a world that oftentimes is dif-
ficuit to imagine. As you know, Congressman, I spent 5 years in
Washington, I am also a product of immigrant parents. I am the
first member of my family, as you know, Joe, that got a baccalaure-
ate degree, that got a doctorate. So I can identify with these people.

But they come to you, as one of the other panelists said, fearful
and full of trepidation. Now what we can do to eliminate that, I do
not know. I think if we make the rules a little bit tighter possibly,
we may eliminate some people from it.

I also have done a tremerdous amount of reading and research
in the field of defaults. Anc defaults, unfortunately, to my own es-
timation, is not a condition found in institutions, We have some
fine institutions in this State which have high default rates. It is
generally associated with the population that attends that institu-
tion. That population does not grow up with a certain type of—or
come from a value structure which says you get a loan, you pay it
back. We give our kids a test, they get a financial aid test, and t%ey
are very simple questions. *Do you understand the difference be-
tween a loan and a grant?” Yes or no. If you do not, then you have
got to take the test again. So there is a kind of aspect which relates
to the issue of defaults, it is an issue that is related to our society
and our culture.

Our same institution with its extremely low default rate—and it
gets lower each year—I am sure these gentlemen can verify that. If
we were to place this in New York or Miami or Los Angeles or San
Antonio or some other city, it would increase because the condi-
tions—we would not do anything different but it would just be the
conditions of the community.

To blame institutions for default rates. 1 think is certainly cor-
rect, but it is not hosted in that vision alone. It is a whole set of
circumstances which surround you.
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Mr. Gavpos. Those are all the things that attract student: to

our universities. Bigger universities attract them by popular foot-

Il teams, baseball, basketball. The proprietary schools do it
through advertising—jobs hopefully.

I was down at Clearwater, Florida, at that time reviewing a
truck driving school. And I remember I was addressing the class—
in fact they named the class after me, I do not know if that is good
or bad, but they named one after me, and there I am talking to one
of the students and this happened to be a female and I asked her
“Are you sufficiently trained, can you go out on that highway and
rattle those trucks along 70-80 rmiles an hour sometimes?” And she
said “Well, I sm a little scared, I do not know if I can.” And the
chief instructor was standing next to me and he said let me tell
you, you go right back there and as long as you want to, you go to
school and there is no increase in tuition. You go through the prac-
tical training end of it—if you go through three times, you can go
through.

If I come here to this great institution or the college that I grad-
uated from, if I flunked a course and I want to take it over again, |
have got to pay for it. So there are some differences and compari-
sons and I do have a personal animosity against those that take the
unadulterated position that because it is a roprietary or a career
school, it is a piece of junk and just second crass teaching, because 1
have seen too much evidence to the contrary. Of course they have
their deficiencies too, just like everybody else, just like the big uni-
versities today, in misusing and misappropriating funds and re-
search funds, right in my home area down there, Carnagie-Mellon
and the University of Pittsburgh, Stanford and all over the coun-
try. So things happen and I just hope they do not become stigma-
tized because of a Igew bad apples in the barrel. We have been fight-
irg that in the committee and I know that Bill Goodling agrees
with me fundamentally, but there are some members of the com-
mittec that just are adamant, absolutely adamant against that type
of a school.

Mr. Gunderson.

Mr. GUNDERSON. One quick question, gentlemen. The administra-
tion has proposed a minimum 600 hours in order to be eligible for
student financial aid. Would that affect any of your school pro-
grams?

Dr. Mukrny. Not us.

Mr. GunpeRsoN. Okay.

Mr. Gaypos. No furtger questions, I want to thank the panel. 1
am going to be looking at your statement very thoroughly because
I think that you have to be heaird. I am very happy that vou ap-
peared here today.

The Chair now calls the last panel, panel four consisting of Ms.
Griswold, Assistant Vice President for Student Financial Aid at
Penn State; Mr. John Rebert, Director of Student Financial Aid,
Yorktowne Business Institute; Mr. Ronald Shunk, Director of Fi.
nancial Aid, Gettysburg College; Mr. Evans, Deputy for Loan Divi-
sion, Pennsylvama tligher Education Assistance gency and Mr.
John Koopman, Vice President, PNC Financial Corporation.

Welcome to the panel and without objection, your prepared state-
ments are made part of the record. You may summarize your testi-
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mony if you wish, get into a colloquy with the members, shorten it,
or any way you want to do it. And the privilege should I think
begin from the left here with Ms. Griswold.

STATEMENTS OF ANNA GRISWOLD, ASSISTANT VICE PRESIDENT
FOR STUDENT FINANCIAL AID, PENNSYLVANIA STATE UNIVER-
SITY, UNIVERSITY PARK, PENNSYLVANIA; JOHN REBERT, DI-
RECTOR OF STUDENT FINANCIAL AID, YORKTOWNE BUSINESS
INSTITUTE, YORK, PENNSYLVANIA; RONALD SHUNK, DIRECTOR
OF FINANCIAL AID, GETTYSBURG COLLEGE. GETTYSBURG,
PENNSYLVANIA; JAY W. EVANS, DEPUTY FOR LOAN DIVISION,
PENNSYLVANIA HIGHER EDUCATION ASSISTANCE AGENCY,
HARRISBURG, PENNSYLVANIA AND JOHN KOOPMAN, VICE
PRESIDENT, PNC FINANCIAL CORPORATION, PITTSBURGH,
PENNSYLVANIA

Ms. Grisworp. Thank you, Mr. Gaydos——

Mr. Gaypos. Get close to that mike there so we can hear you.

Ms. GriswoLp. Okay.

Mr. Gaynos. Thank you.

Ms. GrisworLp. Chairman Gaydos, Mr. Goodling, my name is
Anna Griswold, | am the Assistant Vice President for Student Fi-
nancial Aid at Pennsylvania State University. Thank you for the
opportunity to present my views on the reauthorization of the Title
IV student aid programs today, and I also wish to thank all of you
for your interest and your strong commitment in the participation
of t]"’:is reauthorization process and especially with regard to your
support for the student aid program.

Penn State is a large land grant institution. We serve over 70,000
students distributed across Pennsylvania at some 21 campuses. We
enroll students from all economic levels, students who we believe
represent 8 microcosm of many of the students across this nation
who seek postsecondary educational opportunities and those stu-
dents that are being served by the program, so we think our views
are fairly representative of many of the students out there seeking
opportunities. To bring about a renewed national commitment to
postsecondary education, we believe that several important issues
must be addressed and 1 would like to present several of those to
you today.

First, we believe that there must be strong accountability to
ensure greater program integrity in the student aid programs.
Management of the programs is complex and expensive at all
levels of administration. Funding should be earmarked perhaps for
the Department of Education to work in increased partnership
with us to provide greater oversight and more program reviews if
necessary. At the same time, we must increase the efficiency in the
way we manage the programs at various levels and we believe that
there are ways that we can reduce waste. Many times. regulations
which are developed are developed for the purpose of correcting de-
ficiencies. We believe that it is important that such regulations
when applied to institutions should be focused at those in which
those deficiencies are prevalent. We spend much of our time imple-
menting regulations which seem to serve no real purpose in the ac-
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complishment of a corrective action because a deficiency in a par-
ticular area does not exist.

We would urge that perhaps you take a look at the Department
of Education'sr%nstitutional uality Control Project as one model
for achieving greater accountability in program management.

A second issue that we would like to see for consideration in this
reauthorization simply has to do v.ith increased funding in the stu-
dent aid program to enable more dollars to reach middle income
families. €Ve believe that not enough of these families £e being
served and that the loan burden for middle income students is too
great.

In 1978-1979, a middle income family probably considered to be
at an income level of about $25,000, was able to receive a Pell
grant. That same middle income family today, given today’s dollars
would have an income that looks more like §343,000 and not too
many students at that income level are being served by the Pell
grant program,

Over half of the some 38,000 students, dependent students, who
apply for financial aid at Penn State come from family incomes—
over half of that 38,000 come from family incomes between $25,000
and $55,000. We believe that these families consider themselves to
be middle income. If we took the lowest band in that income range,
the $25,000 to $35,000 income group, at Penn State we would find
around 7,000 families. Only one-third of this population is receiving
a Pell grant and the value, the average value of that Pell grant is
only paying about nine percent of the total cost of educ:ti~n at
Penn State.

Let me deviate for a moment to the issue of loan grant imbal-
ance and suggest that families in that income band, $25,000 to
$35,000, a student’s average loan indebtedness for one year would
be right around $2,800, If costs for a 4 year period did not increase
and if student aid dollars remained stagnant, a student in that
income, that lower level of the middle income range, would have
received for 4 years of study at Penn State, Pell grant dollars that
would cumulatively have totaled $3.656, yet would graduate with a
loan indebtedness of $11,256.

We believe that restoring greater participation of more middle
income students will help restore taxpayer confidence in the
system,

A third area that we would like to talk about is the application
process and the >xistence of a dual need analysis system. Both of
these are too compiex. We must create a system that makes great-
er sense to the public and eliminate the barriers that in fact exist
in such a system. We endorse the NASFAA document entitled
“Plan for Reform” which seeks to achieve much greater simplifica-
tion throughout the delivery of student aid and at the same time
seeks to retain equity in distributing funds to both low and middle
income students. If time permits, I would be happy to answer any
questions about that model and to review with you what it can
achieve in the area of simplification.

A fourth area that we believe requires strong attention during
this reauthorization is strengthening of the Pell grant program. Of
all the student aid programs, this one heralds the Nation’s commit-
ment to postsecondary educational opportunity, perhaps more than
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any other p am it sends a message. Funding has indeed eroded
over the past decade in this program.

We believe that the only way to correct the loan/grant imbal-
ance is to increase funding. Individual grant awards must be in-
creased and more middle income families must be included in the
" Pell grant program.

In 1978-1979, an $1,800 maximum Pell grant award would have
covered 38 gercent of the cost of education for a student at Penn
State. In 1991-1992, we anticipate that a maximum $2,400 Pell
ﬁmnt award will only cover 22 percent of the cost. Institutions

ave worked, and we can document at Penn State, efforts to devel-
op institutional need-based grant programs to try to make up for
some of this loss, but we cannot do it alone.

We do not believe that the answer to this has to be the serving of
one group, any one group of those students who seek postsecondary
educational opportunities, at the expense of another group. Sus-
tained Pell grant funding for the entire undergraduate period or
period of study for an individual student’s program is necessary to
ensure retention, especially for our high need and at risk students
who we support sustained ¥unding over 4 years as opposed to trying
to correct loan/grant imbalance with shifting funding among dif-
ferent populations of students or among different vears of study in
a%jven rogram,

he final point that we would like to bring out centers with a
close look that we believe needs to be taken with respect to the
Stafford loan program. As more and more of our students are seek-
ing this important program as their means of support to pay for
college costs, I am getting concerned as we are directing more and
more loans to high need students as well as middle income stu-
dents, that we are charging students in the form of origination and
insurance fees, the costs to run this program. There are so many
players involved in the Stafford loan program und in the delivery
process, it does not at all contribute to goals of simplification and
does add a complexity to the process.

Again, the reliance of high need students from low incomes on
significant borrowing, we also believe contributes to the default sit-
uation. We believe that increased Pell funding on the one hand can
alleviate the default situation for some students in those low
income categories, but at the same time providing a more meaning-
ful and easy to understand and direct delivery of aid for students
in the form of a more efficient national student loan program. Re-
cently the idea of a direct loan program has been introduced. 1
think there is merit to be considered as we look for the achieve-
ment of efficiencies and greater accountability in the operation of
large student loan programs.

e believe that with regard to these issues, that there are viable
solutions and that we have to be creative and very bold in finding
ways to fully fund student aid programs to meet the objectives and
to solve some of the issues that we are bringing up.

Every day as we talk with families who want the best for their
student, how can we not help them try to find realistic ways to re-
alize their dreams? 1 think it is important that we keep the pro-
rrams viable. Over the years they have proven to be very effective.
“or every dollar spent in student aid, there has been a return of
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four dollars to the tax base and I think that that is an investment
well worth continuing, one that we cannot turn our back on,

I urge your continued close look at these issues. We will be
happy to provide further information or answer any questions as
time permits regarding my remarks.

Thank you for the opportunity to be here.

[The prepared statement of Anna Griswold follows:]
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Chairman Ford, ] am Aana Griswold, Assistant Vice President for Student Financis] Aid st
The Pennsylvania State University. It is my pleasure and privilege to speak to you this
morning. The opportunity to express my views and Penn State's interest in this upcoming
Reauthorization of the Higher Education Act is indeed & most important opportusity.

As 2 practicing student aid professional with 20 years of experience and service at three
differeat types of colleges and universities, 1 see serioms concerns emerging about our
country's commitment to funding postsecondary education. Major attention and changes in
Mgher education funding and structure are pceded. 1 am here today to speak to this
protlem

We have s significant chance to turn the tide, alier the course of potential disparity for our
children, for adult learners and theis futures in this country. We pust be bold as we begin
ths ast decade of the twentieth century and vow {0 ensure educational opportunities for our
citizens so that they can lead meaningful and productive lives We urge a rencwed national
commitment to postsecondary education,

Penn State, is a large land grant institution. We enroll close to 70,000 students at 21 campus
locations across Peansyhanis. Our students represent all economic levels; we have many
faces and varied backgrounds. We are 8 microcosm of magy segments of the population
who seek postsecondary educational opportunities, Thus our interests cover a broad
spectrum of lssucs related to Title IV student aid programs.

Our goal is to belp families secure funding 1o educate their children. Federal government
funding has not kept pace over the last decade fn supporting this goal es 8 result of the
deficit that we all carry on our shoulders. But, taking away the tools for educstiona} access
from our citizens will not correst the budget deficit problem,

I would like t0 present several important issues for you to consider as you proceed with your
role in this most important process.
Accountability and Program Integrity
Mansgemens of student aid programs has become increasingly complex snd expensive
for institutions. Institutional sccountsdbility for regulatory compliance fs difficult.

Specific standards for the achicvement of quality program administration at all levels
should be established,
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It is time t0 earmark funding for the Depariment of Education to provide meaningful
oversight end program reviews. The goal of oversight and review should be to assist
institutions to mect the standards of quality program administration.

The Department of Education’s Institutional Quality Control Pilot Project is one
effective mechanism currerdy tn operation that achicves high quality management
and thus increased accountsdility. Clesrly, at 8 minimum, institutions that reach a
leve! of administrative standards deemed adequate to {asure accountability should be
excluded from the burden of across-the-board regulations intended to comsect
deSciencies. Too often we are implementing regulstions which serve to correct
deficiencies that do not exist at our Institution. )

Let me provide at lcast one example. We arc required 1o delay Stafford Loan
disburseruents to all new students who are first time borrowers. This is intended 5o
reduce default rate in the Stafford Loan Program. Penn State's default rate is less
than 3%. To unplement this regulation, we encountered "costs” all along the way.
Extensive systern programming was needed to identify the affected population and
fntroduce pew system cdits 10 delay the disbursements. Significant staff time was
devoted 10 explain this regulation and delay to confused students in need of their
loan proceeds. And a demand, beyond capacity, was placed upon our institutional
short term loan fund. Penn State data does not show that we have a significant drop-
out rate by new students in the first 30 days of enroliment Staff time and resources
could more effectively be redirected to incr-ased counseling efforts and participation
in early awareness activities,

Avalilability of Student Ald to Middle Income Famiifes

A key issuc creating public tension in the student aid system today is the Jack of
financial sid t0 adequstely serve middle income students. All facts and data clearly
show that assistance to these students has declined markedly over the past ten years.
This decline has resulted in serving low income students at the expense of middle
income students. This should not be the case. Both must be served.

In 1978-79 the Pell Grant Program {ncluded fanilies with fncomes of $25,000, which
was considered to be middle income. Adjusted for infstion, that income level today
would be $43,500. Very few families at that income level are deing served with Petl
Grants 8t Penn State.
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We urge Congress 10 restore public trust and belief in the student aid system. All
necessary steps should be taken 1o efiminate the incquitics which lead many middle
income citizens to feel that they are excluded from mesningful sources of financial
aid.

Assiztance nooessary 1o insure 8coess has been made avaflable for most lower income
students; and those within h'gh income ranges can meet their expenses through
savings or borrowing. It is the dependent, middlc-income students and families who
arc experiencing financia) burtles that are becoming insurmountable, These familics
are the backbane of the taxpayer population Yet, many cannot access fed=ral grant
assistance at all. The primary sssistance evailable to these families is through the
Guaranteed Student Loan Programs. They are frustrated by and disillusioned with
the federal student aid programas.

Financial aid applicant data st Penn State shows that over half of our 38,000
dependent applicants have familly incomes ranging from $25,000 1o $55,000. We
belicve these familics consider themsclves 10 be middle income. Only 28% of the
7,248 families in the $25,000 to $35,000 income Icve] receive Pell Grants. The value
of the average Pell Grant for their income band covers only 9% of the cost of
education at Penn State. Other need based financial aid is minimally available 10
scrve this “lower middle income” populatior. The average loan indebtedness in this
population is $2,814 a year. 1f costs did not increase in 8 four-year period, and if
‘inancigl 8id dollar; remained stagnant, 8 student in this income population would,
& ter four years of study, have received total Pell Grant dollars of $3,656 and would
ha ¢ a Joan ind.dredness of §13,256,

We need more grant funding to belp this largest segment of our college-bound
population. To exclude them from our thoughtful consideration and help would be
10 deny them access since significant loan indebtedness to cover the total cost is a
deterrent 10 many students.

Simplificationof the Application Process apd
Single Need Analysis System
I belicve that everyone intcrested in higher education funding is firmly behind this

initiative. We must create ag application that is simple to complcte and free to the
student. This form should ask & question only once for consideration of Pell Grant
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and other federal aid programs, Our federal student aid application should be
efficient in collecting necessary informstion without burdening students with a
complex form.

We believe major reform is necded In the spplication snd need analysis processes.
Indeed, the current systeru has become a barrier and has eroded public confidence.
We need 8 system that can be undersiood by the public. We need & model that
equitably trgets funds to needy students in low and middle income families. Such
8 system has been developed by the NASFAA Need Analysis Standards Committee
and is described in a document catitled Plas For Reform. We support the model
presented by NASFAA for consideration during this Reavthorization. The model
addresscs many issues inherent in this topic including:

s the reduction of data collection and elimination of asset consideration for very low
income applicants

w the assumption that studests/families who have no taxable income or very low
imcome with no tax liability, have no parental contribution gvailable to pay for
college [minimal data is needed to cstablished this]

s the issue of independent student definition by elimination of the conditiona]
criteria which adds 10 the complexity of the application form (A coaditional basis
for independent classification should be left to the professional judgment of the
financial aid administrator.]

& the support of the goal of a {rec spplication form and eacourage the use of
database matches 10 collect certain information

® the support of the goal of a single system of need analysis for determination of
all Title IV financial aid cligibility

Another issue in the nccd analysis system that warrants reform is the use of home
equify (s oon-liquid asset) in the calculation of the expected perents’ contribution (a0
espected liquid asset). This does not make sense 10 the public and & particularly
troublkesome t0 middle income familica. Modcis have been proposed for 8 more
cquitable method to consider bome equity in assessing family ability to pay for
cducation. It is clearly time for Reauthorization to put this issue to rest snd adopt
a more reasonable madel for comidering home equity in the formula.  We support



188

8 mode] developed by the College Scholarship Service and endorsed by NASFAA
which caps bome valve at three times the family income,

I have attached a copy of a proposed federa) application developed as a part of the
NASFAA Plaa For Refona document.

Pell Grants

Perhaps po other single program more clearly herakls the message of & pational
commnitment 10 possecondary educationa! opportunity than does the Pell Grant
Program. This program, more than any other, can help send the message to today’s
very young prospective colicge students (many who are at-risk) that college can be
a rcality. As @ part of carly awareness programs developed by many of our higher
education institutions, the availability of a strong and sure pationa! grant program is
necessary 10 offering "Cestainty of Opportunity” to the citizens of our atlon, Several
issues are important in consideration of strengthening the Pell Grant Program.

® We believe that the only wey to correct the foan/grast imbalance fs to expand
funding to the Pell Grant Program. We recommend increasing the value of each
Pell Grant and extending the grant program further into the nmiddle income bands
10 be served. At the same time, make Joao programs simpler and fess costly.
Loaps should bave greater flexibility for repayment and more biberal forgivencss
provisions should be included We scoept the role of student loans fn helping
wudents pay for colege but st the same time we must sdvance 8 more positive
public perception of loan/grant peckages. In addition, we recognize the
contribution of the SEOG and SSIG Programs in afleviating the imbalance.
However, funding in SEOC and SSIG has also not kept pace with inflation end
we are not able to serve all the low indcome and fower middle income students
who seek our assistance.

® We belicve thet front loading Pell Grants is o well intended #dca. However, at
an instirution like Penn State, this cooceps may pot be best. We curreatly have
packsging stratcgies in place to serve high need, at-risk students who desire a
baccalsurcate degree program. The PeB Grant is central to our offering such
students 8 viable financial aid package. We work hard to retain these students
through to degree completion. Eliminating o greatly reducing the Pell Grant
after two years will clearly interfere with retention efforts, We believe that fully
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Amding the program should be achieved; several funding models have been
proposed.  The grant values need 1o be updated tn terms of todsy’s dollar and
must be annually adjusted for inflation. In addition, family mcome levels to be
served must be expanded,

8 The value of the Pell Grant has declined nationally over the last decade. This has
coptributed to the imbalance toward loans ss well as the decline in public
confidence. At Penn State, sppraximately 14,000 students will benefit fom the
Pell Graot Program this academic year. This sepresents only one-thind of our
financial 8id applicants. To correct the imbalance and to restore the meaning of
the Pell Grant Program, we must reverse this tresd. Schools tike Penn State can
document eflonts that demonstr te cus own development of institutionsl grant
programs to help mitigate the growing loan/grant tmbalance for our students.
However, schools cannot correct the imbslance alooe.

By way of example:

8 lo response to the growing number of non-traditional adult lcarners coming
back to college, we recommend that Pell Grants be reinstated to less than half-
timc students who need help paying for tuition, foes, books and other expenses
relsted 1o their enrollment. I have attached some compelling data which shows
why we must expand the scope of who will be «--

8 The issue of msking Pell Grapt sn entitlement 1o needy students should be
sddresscd. We urge that this program become s true entitlement program.
Eliminate the ycsrly appropriations for thiv program so that students can rely
on this grant to assist them. Basc the decision on the financial needs of owr
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students, not oa budget-balancing efforts that occur in Washington each year.
The entitlement basis enables us 10 extend 2 commitment to the st-risk students
whom we encourage to complete high school and prepare for college. Restore
the original concept of this important program and send 8 clea. message to
students and thelr fam! ‘~s,

Direct Loan Program Concept

s:mmmmmmmmmwmmeamuamsym.nm
been developed and examined carefully by our higher education associations in
Washington. The National Assoclation of State Universitics and Land Grant
Colleges, in particular, has endorsed the creation of a direct loan program to
eddress the problems that are inherent in the currens Stafford Loan Programa, The
Awerican Councll on Education and tweive other educstional associstions have also
endorsed the concept.

Pean State codorses the new direct loan concept for the benefit of our students.
A:Mkwp&aﬁmmkﬁuaﬂddmmaﬁhmduﬁbndmplmh
awarding and disburting the Joaa sounds like s poble ides whose time has come.
cheralmddem&omsmndbehirdomdmewmndixmbum.

®  As of May 15, 191, Penn State processed 20, 577 Stafford Loan applications
for a toial of $ 51.1 million for the 1990-91 academic year. We anticipate that
omvdnmewmmpntlpmtctyswmimonbylheendofmc 1990-91
fiscal year. Our staff, in processing this volume of applications, dea) with
Wmmmmmmuammm. Ifwe
include cwri-of-state lenders, the pumber swells 10 over 500,

Although the Pennsyhania Higher Education Assistance Agency (PHEAA) is
wmmamm,wmkﬁmemygumqwmmemmn
one point or another; that is about S0 agencies. In addi fon, interpretation of
reguiations js varicd and can be multiplied by the numbers that I have just

givenr

It is clear that the program administration i busdensome when your objective
Is to get the loan to students in 8 timely and efficient manner. When there sre
so mey participants in the picture, what 18 best for the student gets muddied.

7

14,
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Penn State and other Pennsytvania schools have been fuckder than most, having
the PHEAA Agency as our working partaer in Pennaylvania. However, the
majority of schools including Penn State still suffer with the program
requirements and the maze of lenders, secondary markets, and guarantors as
third parties that are present in the Stafford Loan Program todey.

8 The current Stafford Loan process is confusing to students and, In part, leads
to default outcomes down the road. In today's climate, wherein even needy
students are relying oo loans to meet growing educational comts, it does not
seem right o charge them with origination and insurance fees in order 10
borruw much-necded assistance. In addition, we urge that any viable student
loan progmam today must address both simplification and @ broadening of
deferment, repayment and forgiveness options. We should save precious
federn! dollars and reiovest the savings in grants for our students. We can
better serve studeats by removing the many obstacles embedded in the current
program. We must simplify this important and necessasy aid program.

8  Wewould like to see private lenders and guarantee agencies continue (0 assist
upper-middie income familics with meaningful financing such as the PLUS and
SLS programs. To insure that adequate funding is aveilable, current borrowing
limits in thesc programs should be examined. A more sppropriate focus, with
non-subsidized Josns processed by private lenders and need-based Joans coming
under the Direet Loan model, can de achieved. Through its pon-subsidized
foan program, PHEAA has been pregressive in scrving families who do not
demonstrate geed but who experience financing concerns. The PHEAA model
should be examined for possible national adaptation.

Summary

In summary, Penn State recommends that the following goals be schieved in this
Reauthorization:

# Broaden the Pell Grant Program to include more pecdy middie income
students

Q 46-406 0 - 91 - o
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& Continve the funding in Campus-Based and SSIG Programs

8 Restructure the Stafford Loan Program with strong consideration for a
Direct Loan Program

8 Simplify the spplication and need analysis processcs

®  Increase funding levels in the Pell Giant Program w restore vakue Jost to
inflation

Over the years student aid bas proven effective. For every dollar spent, four have been
returned to the tas dase. We nced 10 buiid on that. We must respond (o the frustrution
and very real needs of students and families who want the best. We must restore public
confidence and trust in the system by including both low income and needy middie {ncome
students alike. Education cannot be for a few; it must be for all. We cannot turn our backs
o' the responsibility of insuring a strongly cducated citizenty.

Thank you for this opportunity 10 speak 10 you this morming. We will follow wit® interest,
your efforts and the efforts of Congress, in making this Reauthorization the rebirth of the
nation's attention on postsccondary educational funding. We will be pleased to answer any
qQuestions and assist in this process as you continue your work.
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DRAFT FEDERAL FINANCIAL AID PROGRAM APPLICATION
(Do surc 10 read Instructions M)
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Data pestinent o discussion of the saad for finenciel atd to setve ths
pari-time, returning sdult students

votionslly 41 percent of etudents working tovard undsrgreduate
degtevs in 1990 ware port.-tise atudents. During the lest 20
yosre. Part-time anrollaments fnciesssd by over 100 percant.
coopared to 32 pescent for full-time siicllments,

Over 19 psrcent of srudents enrelled in credit courses st
fenn $tate compuses, ond 1) pescent of thoss ot University
Perk, are 25 yeots of ege or older. At individual campuses,
sdults constituts s much ss 65 pescent of the etudent
populatieon.

The higher sducation commumity has respondsd to the nesds of

the older, pare-time scudent populetion dy extending hours of
support services (o §. . lidbreriss, counssling), edapting
sdxinsions and tegletration procedures, and preparing feculty to
sccomnodats adult lesmming stylss. Ve heve not been an
plogressive {n sdapring studenc sid procedurss.

Of nev obs cxested betwesan 1989 ond the yesr 2000, 32 pescent
vill requirs education deyond o high echool diploms; 30 percent
vill require @ coilegs degree. HNigher sducation sust prepare ths
work force far thte shift.

Some corpetations nov ellow workere to spend es such as 2% psrcent
of theis tise pursuing leeming opportunities. Thus eaployed
#dulte ere able to bdacone Past-tise studance while supporting
thamselves end thetr fexilies.

Technology fa snabling higher educetion to accommodate ths
location end tiocs constreinta faced by sdult lesrmers  Course
conteant, not delivery wethod, sust be ths determinent in course
avalustion.
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Mr. SHunk. Chairman Gaydos, Mr. Goodling and other subcom-
mittee members, my name is Ron Shunk and I am Director of Fi-
nancial Aid at Gettysburg College in Gettysburg, Pennsylvania,
just about 30 miles down the road. I first wish to say that I am
pleased to have the opportunity to offer testimony before the Sub-
committee on Postsecondary gducation with regard to the reau-
thorization of the Title IV aid programs, which are so vital to stu-
dents pursuit of higher education.

I wifl throw in a little additional commentary perhaps to locate
my institution, that we are an institution that is private and inde-
pendent, similar to Dickinson but not identical. And we have about
a 2100 student enrollment currently.

I perhaps will in my testimon bl{,oﬂ'ering an opinion that for
the most part I believe that the Title IV aid p ms function rea-
sonably well. Although they represent a smaller portion of the
total Federal budget for Federal financial assistance, I believe that
the campus programs function particularly well. Financial
aid professionals at institutions throughout the country are able to
utilize those campus-based programs on the basis of financial need
analysis and professional judgment decisions to meet the needs of
students and their particular institutions. And although there are
refinements that might enhance the programs, the Stafford student
loans and Pell grant programs seem to meet student needs in a
reasonably efficient manner. I say that especially because I find it
somewhat troubling that recent publicity in the form of quotes
would tend to indicate that virtual?y none of the major components
of the Stafford program are working efficiently and effectively. I do
_not believe that to be the case for the large majority and it is cer-
tainly not the case in Pennsylvania and I think that is largely
through the efforts of the Pennsylvania Higher Education Assist-
ance Agency and the program that it operates in the student loan
area to help ensure a low default rate in this State.

I do not inow if I said it, but I should also indicate that Gettys-
burg College has a very low default rate, so0 we are pleased with
that as well.

Since 1 have already mentioned Stafford loans, I want to make
some additional comments about the program. While I revognize
that the program has some major problems; namely, high default
rates among some institutions, there is evidence that there are
many States, banks, institutions of postsecondary education, par-
ents and students who take those loan obligations seriousiy and
meet the commitment which each has undertaker in the program.
I think especially here in central Pennsylvanic and other parts of
this State, the work ethic is very prevalent aua a part of that ethic
is honoring the commitments, such as loan obligaticns, that ple
undertake. And I think that helps contribute to ihe low mult
rate at institutions like mine, Dicﬁ?nson, others that “iave testified
and the State of Pennsylvania in general.

The Stafford loan program should continue, in iny view, and
while I recognize the need for students to carefully weigh loan obli-
gations that are undertaken, I believe that for the program to be of
maximum service in relation to the continued escalation of educa-
tion costs, the maximuvm amounts of borrowing per year are in
need of being raised to new levels. | have seen proposals of loans of
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$3,600 to freshman and sophomore students and up to maybe
$5,000 in the final years ofp undergraduate education, and those
amounts seem to be about appropriate to me. And I place that in
perspective of the fact that I personally hel secure an education
through that program, and 25 years ago when I had my last loan,
the amounts were only ab ‘it $125 to $1,500 different from what
they are now.

o conclude on the topic of Stafford loans, I can indicate that the
idea of restructuring the program b capital contributions from the
Federal Government to educational institutions is not one that I
am convinced is an effective solution. Additionally I would not
favor the replacement of Stafford loans with sizable grants during
the first 2 years of a student’s postsecondary education enrollment,
then reverting to loans for the final 2 years. I think that a program
such as that seems to present a negative reinforcement to stu ents,
those who are doing well and persist, and in a sense it smacks of
the kind of bait and switch financial aid packaging that some insti-
tutions already receive accusations about.

Students and families seem to need a steady state of planning
over the length of the educational program, so I think that to start
with a grant and replace it with a loan would cause some uneasi-
ness on student and family parts.

My absolute final comment on student Stafford loans relates to
the administrative burden. The exit/entrance interview require-
ments and the 30-day delayed disbursement requirement seem to
Flace perhaps an undue burden on those institutions without a de-
ault problem. As an incentive for institutions to maintain an al-
ready good record or to improve where warranted, the administra-
tive requirements should Ee abated on the basis of good or im-
proved performance.

Over th= years, | have witnessed several changes in the structure
of Federal student assistance programs. At many institutions that
has not included the alleged inflation of fees to capitalize on Feder-
al aid dollars. Gettysburg College, for example, has experienced
both a net decline in Federal aid dollars and a decline in the r-
centage of Federal monies in relation to total aid to students. ﬁle
maximum amount of Pell grants to Gettysburg students occurred
in 1979-1980 and the maximum level for all Federal aid to students
was 1981-1982. Since those years, Federal funds have declined dra-
matically and college funded financial aid has constituted a larger
portion of the total aid dollars.

In the decade of the 1980s, financial assistance to Gettysburg Col-
lege students has shifted from about 25 percent college-funded aid
versus 67 percent Federal aid in 1981-1982, to about 60 percent col-
lege funded aid versus 29 percent Federal aid by 1990. National
statistics would indicate a similar pattern for ofther like institu-
tions.

A large part of the reason for that decline in Federal funding is
decreased financial aid eligibility for the middle income or middle
class families. It is my beiief that some relief is warranted for those
families. It could come in several different forms perhaps, among
those would be the protection of home equity in the need analysis
formula that has been mentioned previously by a few other people
giving testim~mny, a loosening of need restrictions for Stafford loan
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eligibility, the creation of a national non-subsidized stafford loan
program patterned after the very successful PAGA program in
Pennsylvania, which would make loan funds available to students
if the interest were paid by the family instead of with Federal sub-
sidies for families who are unable to meet the need requirement of
the Stafford loan, and perhaps an increase in loan amounts for
PLUS loans from the current and long-standing $4,000 per year
level.

Although it is possibly outside the province of this committee,
the re-enactment of Federal tax deductibility for education loan in-
terest would also help to provide some benefit to families.

It is also appropriate to offer some commentary about the finan-

cial aid delivery system. Despite repeated announced attempts over
the years about simplification of the delivery system, that has not
really occurred. Many parts of the system are either complex or
appear to students and parents to be complex. One example is the
continued use of a central processor for Pell grants despite the
technical capability of the multiple data entry processors to handle
that system. Removal of the central processor would make Pell
grant processing more effective and efficient. It would surely elimi-
nate some administrative costs and make the system less compli-
cated for the families involved. I also feel that a return to the need
analysis system which would allow financial aid professionals to
update the formula and eliminate the Congressional Methodology
system would strike a blow for a more simplisuc delivery. In the
short years since CM has been in effect, there has been repeated
instances of confusion both among students, families and aid offi-
cers, primarily in terms of gstting the system mcdiified on time for
use.
We need to work towards simplification of the application and
the application process in whatever way is possible. It is my belief
that the process, especially lengthy applications and requirements
to supply verification documents, is the most intimidating to those
students whose families need the financial aid the most. The unso-
phisticated parent who is not used to completing paperwork and
providing confidential documents is the most likely to default from
tse process. And when I speak of simplification, as one of my col-
leagues and I talked about it just before the session, we really
could not get down to a postcard sized application, for example, but
I think we could take some measures to eliminate some of the
more complicating items on forms and such like kinds of things.

Although there are many other specific aspects of reauthoriza-
tion that could warrant commentary, I have covered what I feel to
be some of the major items. I understand and appreciate the diffi-
cult decisions that your committee or subcommittee must make in
the reauthorization process and I appreciate the opportunity to
provide input.

[The prepared statement of Ronald Shunk follows:]
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Ny naoe {s Ron Shunk and T em Director of Finsncial a¢d ar Gattysburg
Coilege in Cettysburg, Pennsylvania. I firet wish o oay chat I a0 pleased to
have the opporruniry to offer tastimony before the Coomitcas on Education and
Lador wich regard co the resuthorizstion of the fedsral “icle IV programs of
studast financial asefstance ehich are so0 vital to etuderte’ pureuit of higher
sducation. -

It may be of (nrerast for you to kmow that I have basn working with the
adminiitretion of finmsnciel atd for over twanty years, hiving begus in 1969 ac
& small, private college 1n Illigois. Over the more tha: cveacy—year perfod since
that tice, I have had firet-hand expariance with the many changes 18 ths digtribution
of financisl sid to seedy college etudents.

Parhaps I ehould degin dy offering ep opinien that for the poat part !
believe that che Tifle IV Programs fumction weil. Althoigh they represent a smsllar
Pestion of the total federal dudget for financiml sesterisce, I believe that the
campus-based prograss fusction particulsrly well. Ficar:ial aid profeesionals
&t imstitucions throughout the coustry are able to weilirs thoes Programs on the
badis of financiel need snslysie and profeesional Judgezant deciofons o peet the
assde of students snd their parctculsr {natftutions. Acd although there are
refinements chet might enhance the prograne, the Srafford Student Loan and Pell
Grant Prograns saem £o neet studest needs (n & reasonably efficianC agnner. I eay
that eepeclally because T f{nd {t troubling chat some re:-ent publicity {n the form
of quotes directad ot the Stafford Loan Progrem by prom’‘sent {ndividusls would
1ndicate ehar “virtusily nons of the nej0F components of the Stafford Prograa are
working eff{ctsnely and affactivaly”. I do not belfeve that to be the case for the
large mst jty, and ir {4 cestsinly not the case 13 Peczaylvania, whe.a through che
leadaxrship of the Pannsylvenia Bigher Educetion Aseistazce Agency the progras opetetse

with 8 low etaro-vide deafsult rats.
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Since 1 hevs alresdy mentioned the Stefford loan Progr-a I will provids some
addirional commenrs edout that progras. While I recr,cise that ths progras has
some sajor prodlens, pazely defanit rates among some {ostitutioms, chers is
evidince that there sre many states, 'anks, (nstitucfons of post-se.dndary education,
pParents snd studants who teka loas obligarions seriousls and mest the comxitment
which each Das underteken in the program. Especially in Cenrral Peansylvanis,
and other parcs of this stece, the work ethic is very prevelsnt. A part of thet
sthic 4e honoring comm.t=erts such as loan obligstions, and I belisve that heips
to contribute to & low defsult rate 3t most Penneylvantia (netitucions.

The Stefford Loan Program should centinue, 8nd while I recognise the naed
for students to caerefully weigh losn obligations that sre undertaken, I Malieve
that for the Progrsm to be of maximum service {n ralsti:c to the continusd escalation
of educational costs, the Jaxious amounts per yesr srs iz nesd of Being raised to
vev levels. Amcunts sisfler to $3500 ar the freshman acd sophomora levels and
$5000 {n the finsl two yaars that have been praposed o some circlss sees spproprists
to se. I plece that in che perspesctive Chat maxfoee loa< smounts have rafsad only
$125 to $1500 since I had xy last loas nsarly 2% yssrs sgo.

To conclude tha topic of Stafford Loans I can (odfcste that ths 1des of
restructuring ths progrem by capifal contributions from the federal govermment to
sducstional (nstiturions doss not seen 4n effective solutf/on to me. Thet model
ressubles the 0ld Nsctoosl Direct Student Loso and curresc Perkins Program that bas
bees perceived to be {neffective. Additionally, I wouléd rat favor the replacement
of Setafford Loan vith sizeable grants during che fdrsl tw. ysars of a etudsnc's
post-secondsry education whi % would ravart to ioans for tha firal two yesrs. Such
8 program would saew to present negstivs re~-({nforcament <o students vho do well
snd persist, snd it soacks of the batt~and-switeh kind ¢f financial a(d packaging
sbout which some instirurfons alrsedy receive accusstiozs. Students and fomiliss

886% fo nesd 2 staddy-siats of planmning over the langth of the sducarfonsal program,
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¥y edsolute final :omment on Stafford Loans relstes to adnicistrative burden:
The Entrance/Exit Intsrviav requirements snd the 30-day delayed diebursement
sequirendnt seam to place undue burden on those fnstitutions with no default
problem. As an incentive for inscitutions to maintain an siready good record or to
ixprove vhere warranted, ths adwuinistretive requirements should de abated on the
basis of good or improved performance,

Over the years I have wvitnessed saversl zhanges fn the stn turs of fedsral
studant sssistance programs. At many iostitutions chst has eor fnciluded the
inflacion of feas to capitaliza on Zederal aid dollars es alleged by some. Cattyeburg
College has experienced both & net deciine in federsl aid dollass and a decline in
the parcentage of foderal monies 4o raletion to total aid to students. The [ TERT T ]
amount of Pell Grants to studente occurzed (n 1979-80 and the maximus 1evel for sll
fodersl afd to studunts was 1981-82. Since Chose years fodersl funds bave declined
drazacicslly, and College-funded finsociel eid has constituted & lasger parcentags
of totel a1d dollars. In the decsde of tha 80's figancial essistance to Gectysburg
College Students has shifted from adout 29 pescent College-funded sid versus 67 percest
fodarel atd in |981-82 o about 60 percent Ccllega~-funded sid versus 29 percent
foderel aid by 1990. Netionsl stetistics would dndicats o eimilar patisrn for other
insticutions.

A lasge part of the resson for chat decline 15 decressed finsncial 8id aligidiiiey
anong the "middic-class™ families. It is my delief that some relief 15 werrantad
for those families. That relief could taks varicus forms, among them would de some
protection of homé equity 1o the need aualys‘s formula; a loosening of nesd
sestricrions for Staffosd Loas elig1dility; the creation of & natfonal non-subeidized
Stafford Losn Program pattersed sfter the very suc esssfu} PNFAA Progras {n Peansylvangs,
which would make losn funds available to scudents if the interest were paid by che
family instaad of with federal sudsidy for famil{es unable to meet need requirssents
of the "ragulsr” Stafford Losn; snd an 1ncreese ¢ the losn amounts for PLUS Loans

from the cusront and long-sctandf{ng $4000 per year level. Although {t 18 possibdly
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outside the province of this comuittes, the re-inscatemest of federal tax
daduceidildry for education loan intérest would elao help to provide eome benefit
to families.

1t 13 also appropriste to offer some comdentery sbour the financial aid delivery
aysten. Despite repeated anncunced Sttempts over the years about sicplification of
tha dalivery systesm, thar has tot Teslly occirred. Maoy parte of the system sichsr
are complex or eppear ro students and parents to be cowplex. Ove exanpls ie the
co rinued use of a cenfral procassor for Pell Grants despite the technical capabiliey
of Multiple Data Entry Processors to handle thet system. Removel of the central
processor would make Pell Grant processing mors effective and efficiesc. It would
suraly slizinate sdninistracive cost end make tde system less cowplicerad for fapiites
tnvolved. A returs to & nead analyais system which would sllow finsacial aid
professionals to update the formula snd eliminate the Congressional Methodology
system would also strike a blow for wore simplistic delfvery. In ths faw short years
of (M, sajor confusion has been creatad ssofig aid edministrators snd certainly ssong
fanilias of scudanes bacausas of O inefficiency, Modiffcsrions to the CM formula
often Coke £00 much rime.

We nead to vork towerd stmplification of tde epplication and sppiication process
10 whetayer vays possible. It 1e oy balief that the process, especielly lengrhy
applicacions and the requirements €o supply verificarion documects, 13 the most
ipeimidating to the students whose families need fipancial aid the most. The
ungophisticated parent who is not used to cowmpleting pspes work and providing
confidencial documents s the most likely to fefaulc fxox the process.

Although there sre orthar more specific aspects of reaurhorisation that could
wartant cosmentaly, 1 have covered what I fsel to be the major items. I undarstend
and sppreciare the difficult decigions thet gust Pe sads 1n the resuthorization

process, and | sppreciats the opportunity o provide isput,
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Mr. Evans. Mr. Chairm2r and members of the subcommittee,
my name is Jay Evans. I am Deputy for Loans and Legislative Af-
fairs for ti.e Pennsylvania Higher Education Assistance Agency,
our State’s Federal {vui guarantor and student grant agency. I am
pleased to offer comments on the agency’s position on reauthoriza-
tion of the Title IV student aid programs. This will be a brief
oview of my written testimony. We consider this reauthorization
one of the most importait legislative activitics the Congress will
confront this year.

While the focus of my remarks is on the guaranteed student lvan
programs, I would like to preface those remarks by noting that
during the past decade, Federal student grant dollars increased by
onlyn;?b' percent while grant recipients cost of education more than
doubled and their family incomes grew by only about 62 percent.
These changes have led t, a situation in which it is becoming in-
creasingly difficult for students and their parents to pay for college
costs. The States tried to make up for the relatively low growth
rates in Federal grant aid by increasing their State grant program
dollars by over 120 percent and the student's colleges increased the
dollars they spent on student aid by over 178 percent, but the Fed-
eral Government must increase its role in the Federal/State/insti-
tutional partnership in providing grants to students if they are to
be assured access to postsecondary education.

One of the true success stories in financial aid has been the Fed-
eral/State student incentive grant program where about $60 mil-
lion in Federal funds helped to leverage nearly $1.7 billion in State
dollars this past year. Federal funds in the program should be in-
creased, not zeroed out as proposed by the administration. A recent
State survey showed that 25 percent of the States would likely lose
their State grant programs entirely if SSIG is eliminated.

The GSL programs have been very successful in providing stu-
dent aid to needy students, and major legislative changes since
1986 have improved the programs and reduced the Federal Govern-
ment'’s liability for funding them.

I would like to mention a few changes we would like enacted.

PHEAA and NCHELP, that is our national student loan organi-
zation, agree that there is a need to increase Stafford loan annual
limits to $4,000 for sophomores and $6,000 for third, fourth and
fifth year undergraduates as well as increased limits for graduate
professional students to $10,000 and $12,000 in 1993. PHEAA also
supports the NCHELP position that emphasis be given to front-
loading Pell grants to first year students. Currently too many low-
income first year students are forced to incur loans and loan debt
burdens to gain access to education. NCHELP's staff is working to
develop a model to demonstrate that more low-income students’
Pell grants can be front-loaded while reducing their needs to have
loans in the early phases of the program, without raising the total
Federal cost of funding the Pell grant and Stafford loan programs.

We believe enough money would be saved through reduced de-
faults for first year students in lowering of loan subsidy costs to
make this possible. Front-loading grants would enhance student
access and reduce future defaults by reducing their financial risk.

PHEAA has long been concerned about applying the needs anal-
ysis systems used to assess eligibility for grant and this results in
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denying students access to loans which cost the government much
less to subsidize than grants. The Congressional methodology ex-
cludes many middle-income students from access to loans needed to
pay rising education costs. While we favor the use of a single needs
analysis system for all Federal student aid programs, v-ays to assist
more middle-income students should be devised.

PHEAA has found a way to do this through its non-subsidized
Stafford loan program. We sell revenue bonds to generate the cap-
ital. The problem we have is that due to the low eight percent yield
on an unsubsidized student loan asset to be financed, a substantial
issue of contribution is required. To date, PHEAA has met that
commitment. Also there is no secondary market for eight percent
fixed loans. They receive no special allowance payments and no in-
school grace period for deferment or interest subsidies.

We implemented the program when need analysis was applied to
all Stafford loan borrowers in 1986. Since then over $500 million in
unsubsidized loans have been offered to Pennsylvania students.
Over 40 percent of the dollars have gone to dependent students
from families witl. incomes between $30,000 and $50,000, our
middle income family.

We support the NCHELP proposal to create a Federal unsubsi-
dized Stafford loan program to aid middle-income students. This
program will address the problems that PHEAA is currently expe-
riencing, and the key is no new forms or applications are needed.

In closing, I would like to mention two recommendations regard-
ing program administration. The first, micro-management or over-
regulation of the GSL program, has limited program administra-
tors’ ability to introduce innovations and simplify the processing of
making, servicing and collecting loans. Guarantors, lenders and
schools with low default rates should be given some relief from the
many details of the current regulations.

Another program administrative problem is rulemaking. We are
currently operating the GSL programs under regulations designed
to implement the Higher Education amendments of 1980—yes,
1980—and these regulations did not become final until after enact-
ment of the 1986 amendments. In the interim, policy statements
are issued by the department in the form of “Dear Colleague” let-
ters or ad hoc responses to individual organization questions. These
ad hoc responses are rarely communicated to other program par-
ticipants. To remedy this situation, we recommend that the Higher
Education Act be amended to require the Secretary to convene re-
gional meetings of all participants to provide input to the Depart-
ment on content of proposed regulations prior to a negotiated rule-
making process.

While there are other issues that should be addressed in rezu-
thorization, PHEAA believes the ones I have mentioned are the
most important to improving the GSL program for students and or-
ganizations and institutions who administer the program.

Thank you for the opportunity to appear before you and 1 will be
happy to answer any questions you might have for me.

[The prepared statement of Jay W. Evans follows:]
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Mr, Chairman and pexbers of the Subcusmittee, oy ~ame is Jay Bvans. [ as
Deputy for Loans and Legislative Affairs for the Pennsylvania Higher Education
Assistance Agency, our state's federal loan guatrantir and student grant
agency. I am pleased to be with you today to offer coements on the Agency'’s
position on reauthorization of the Higher Education Ast's Title IV programs.
%o consider this reauthorigzation one of the most :mportant legislative

activities that Congress will confront this year.

While the focus of my remarks is on the guaranteed student loan programs,
I would like to preface those remarks by noting that juring the past decade,
federal student grant dollars increased by only 76 perrent while grant secip-
ients' costs of education were more than doubling ari their family incomes
were growing by only about 62 percent. These changes Lave led to a situation
in which it is increasingly difficult for students a-d their parents to pay
for college costs. The states tried to make up for e relstively low growth
rates 1n federal grant a:d Dy increasing their state jrant program dollars by
over 120 percent and the students’ institutions incfeased the dollars they
spent on student a:d by over 178 percent. But the ‘ederal government must
increase i1t role in the faderal-state-institutional rartnership in providing
grants to scudents 1f they are to be sssured access t: post-secondary

education.

As grant aid dimnished relative to costs and si:dent ability to pay for

education, studen‘s and their families had to borrow mre. The
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Guaranteed Student Loan Prfogram has played an increasingly crucial role in
providing more aid to help offset the losses of gratte. TFor example, in
1980-81, GSLF loans represonted only 36 percent of a.l types of etudent aid
dollazrs from ell sources. By 1989-90, GSLP loans representsd nearly &6
percent of all student aid. In FFY 1989 the GSLP ;rograms provided $12.3

billion to over 4.5 million students.

The GSLP programe (Stafford Loans, PLUS Lloans ad SLS Loans) have been
very succedsful in providing student aid to needy students. And najor
legislative changes since 1986 have improved the fr:grams and reduced the

federal government's liability for funding them. 1°'.. mention s few hera.

Default reduction measures were implemented to strike froo the program
those schools whose students’ high default rates indicate they are
snadequately and inappropriately serving borrowerls. In Pennaylvania, we
estimate that this messure alone cut our numbers of lefauiting borrowers by
over one-fourth between 1986 and 1989. The Departsent of Education ifple-
mented strict due diligence requirements for admin.stration and servicing
loans, which has resulted in reduced default claims payments by the federal
government and improved collections on defsults. G.ving students their loans
in multiple disbursements rather than a single lumy sum at the dbeginning of
their school years has Delped countrol losses in de’sults due to students
dropping out immediately after entering school. Tre new psovisions for
aAssessing by standardized tests potential borrowers' “ability to benefit” from
their intended education and training programs have cut large numbers of
borrowers who were unlikely to have been successful students but quite likely
to have become defaulters from the programg., Staff:cd loan program subsidy

Cunts were cuftailed by permitting only stadents wit: "demonstrated financial

It;.
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need” to receive subsidized loans. This latter provision has, however,
reduced Atudent access to nesded loan funds, a situation I will address a9ain

below.

In spits of these aeffective changss in the guarantead loan Programs,
sdditional modifications are needed. First of all, the annual and cumulativa
limits on the Maxisum amounts students can borrovw should be adjusted upward,
bocause their costs of educatior have increased dramatically while their
relative access to other amounts of aid has not. PHEAA agrees with the
National Council of Higher Education Loan Programs’' (NCHELP) recommendation to
increase Stafford loan annual lisuts to $4,000 for sophomores and $6,000 for
ehird, fourth and fifth year undergraduates. Annual limits for gresduate/
profassional gchool etudents should be raised to 810,000 in 1991 and to
$12,000 in 1993. Cumulative loan 1imits for combined borrowing as an
undergraduate and graduate studant should be raised to $74,62% in 1991 and

1992 and then to $84,62% in 1993,

PLUS loan maximums should be raised to $10,000 per year and $50,000
cumulative. SLS loan maXimums snould be rassed to $4,000 for third, fourth
and fifth year undergraduates and to $10,000 for graduate/professional

students with a $50,000 cap on total asounts borrowed.

PNEAA slso supports the PCHELP position that emphasis be given to “front-
lrading” Pell (Grants to f..st~year students. Currently too many low-income
first-year students are forced to incur leans and loan debt burdens to gain
access to education. This situation prevents many low-aincome students from

trying to enroll due to fear chat they will not succeed in postsecondary
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education and be left with a student loan debt burden “hat only adde to their

handicapped financial statuses.

¥e belisve with NCHELP that, to the extent it is possible under curxent
budgetary contraints, grant aid exclusively ghould be ueed to cover the first
halves of financially handicapped students’ undergraduate progracs. “Front-
loading™ grants would enhance student access to sducation by reducirg their
financial ripks. MNoreover, it would reduce future defsults in the loan
Progran since the high-risk students would not be borrowing and defaulting on

their loans.

I am working with other NCHELP member staff tc develop a model to
demonstrate that more low-income students' Pell Grants can be “front-loaded”
while reducing their need to have loans in the early phases of their programs
without 1818ing the total federal costs of funding the Pell Grant and stafford
Loan programs, We believe anough money would be ssved through yeduced
defaults for first~year students and lowsring of loar subsidy costs to make
this possible. We expect to be able to furnish the Subcomrittee with our

model in the very near future.

PHEAR has long been concerned that applying the needs anslysis systems
used to assess eligibility for grant sid results in denying studencs Access to
loans which cost the government much less to subsidize than grants., The
Congressional Methodology, which currently is used tc assess eligibility for
grant aid as well as Stafford Loans, denias sany midd e-{income students access
to loans, and to soney needed to meet rising educaticn costs. While we favor

the use of a single needs analysis system for all federal student aid
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PIOgrans, we believe ways to assist pore middle-incan students should be

devised.

At PHEAA wo have found a4 vay to do this, throus our Mop-Subsidized
Stafford Loan Proqram. In this program, PHEAR sells revenue bonds to generate
capital it uses to maks Stafford lLoans to students wc are not eligible for
subsidited loans. It is isportant to note here that, e to the low @ percent
yield on the non-subsidized student loan asee"~ to be Iinanced, a substantial
igsuer contribution 1¢ required. To date, PHEAA Nas ‘een able to meet this
Tequirement, but there is no assurance that we will be ible to do this in the
future. Also, it should be noted tha* there is no secondary markst forx 8
percent fixed-interest loans, ,ven though these loa-$ are guaranteed by the
federal government. Our non-subsidized loans receive 10 special gllowance
Payments nor in-school, grace period or dsferment -reerest subsidies. We
implemented the program when need analysis was appl_e: to all stafford Loan
borrowers in 1986. 3ince then, over 500 million d:.lags in non-subsidized
loans have been offered to Pennsylvania students. Over 40 percent of the
dollars have gone to dependent students from famil:es vith incomes between
$30,000 and $SC,000, our middie-income families. -- has allowed these

students access to college that they would not have hal without the loans.

Me support the NCHELP proposal to create a fede-sl non-subsidizad, or
“unsubsidized” Stafford lLoan Prograd to aid middle- -come students. This
progras will address the low fixed-interest rate and fecondary market problems
PHEAR is facing. The program would be similar to t°e existing subsidized
program in all terms and conditions, with the sing-e major exception that
in-school interest would not be subsidized by the fe:eral government. This

intersst would be paid by borrowers on a quarterly :4sis or added to the
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Principal amount for repayment after completion of w=eixr programs. No
origination fees would be collected, but borrowers w=1d pay s 8 percent
rainsurance premius to cover default costs and specia. illowance payments, if

any were required.

The unsubsidized program would not require any n~ forms or applications.
Borrowers could campletes a single document to apply = subsidized and ungub-
sidized Stafford lLoans, just as they do for FHEAA's Son-Subsidized Loan
Progras. If they demonstrated need for a portion of -he¢ amounts requested,
they could receive & subsidized loan for that amount -.is an unsubsidized loan
for the remaining amount nmeded. This is how FHEA? 5 borrower$ currently

4apply for loans and the system has worked quite effec-_vely,

To make the subsidized stafford Loan program _iss costly and the new
unsubsidi~ed Stafford Loan program affordable to the ;sderal government, PHEAA
with NCRELP, 1s recommending that the interest rate :-f both types of loans
for new borrowers be set at markot rate, as interest _s curxantly assessed for

FLUS and SLS loans, with a4 ceiling rate to the borrow- set at 10 percent.

You might be ssking yourselves why not have the rarents get PLUS loans
rather than have students get unsubsidired i1oans? Kiiy parents are unable to
qualify for PLUS loa.s, due to their current roresi’e and consumer debt
burdens. PLUS loans are immediately due for repayme:t, and must be repaid
from current earnings. ©On the other hand, unsubsid.red Stafford loans would
not be due for repayment until the gstudent borrowe-: had completed their

education and are earning money on their own from f.-re Jjobs.
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Increasing the annual and ag9regate loans limits 22 guarsnteed loans to
help borrowers mee: rising education costs, "front-lca-ng” Pell Grants for
low-income students to reduce their loan debt risks a-: snhance their access,
and cresting an unsabgidized Stafford Loan program des.—ed to help muddle-
income students weuld strengthen the Title IV progracs and enhance their
effects on students. These are major changes recomme-lsd to the prograss’

structures.

Let me now tiin to recomrendations regarding proin administration. As
Congrass and the Jepartment of Education sought ways <+ curtail loan program
costs and control program abuse, thesfe were many nes —.les and regulations
applied to lenders, postsecondary institutions, guarisiors, sexvicers and
secondary mariets which led to a situation that bes. -an be described as
"micro-mansgement® of the programs. This administrizive snvironment of
"micro-management” has limited program administrators ability to introduce
tnnovations and s:aplify the processes of making, se—.cing and col'~-ting
loans. “Micro-maragement,” in which rules are promultized in attampt to cover
avery circumstance, inevitably leads to higher progrsx costs, low program
efficiency, admin:strative performances at the lowes: rommon denominstor of
acceptable standasds and to reduced program partic.:ation as landers,
servicers and otlers drop out of the program becaust -hay are unable to

operate effectively amidet such complexity.

The ‘Lue dil:gence” requlations applied to lenders offer a good example
of the effects of “micro-management” on administratic- >f the program. The 34
CFR Section 682.411 requlations prescribe that speci?.: typ's and numbers of
collection activities occur within each of six conser.z.ve 30-day periods of

loan delinquency. These include sending collection .sttexs, sendirqy mors
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"forceful® collection letters, and making telephone ccotacts with delinguent
borrowers. These prescriptions, is combination with t>s penalties for their
violations, focus collsctor attention on performing t e specific functions

during each specific time pericd, rather than on good ~cilection practices in

general,

Collectors’ available resources are finite and lca- collections should be
individualized in that they should be based on anticifszed results of a given
activity on a given borrower. For example, good collectors use greater
rOgOUrCces in attempting to collect from borrowers wbt: appear to have the
ability to repay loans than from borrowers who are Zestitute. But the
requlations force collectors to perform the same sets -f activities during the
dame time periods for all borrowers, regardless of the 1ifferent probabilities
of results. The focus on tasks, timing and penalt.ss frequently forces
collectors to take wrong actions or, due to finite rescurces, inhibits their
taking the most appropriate actions with many delinguent borrawers, theraby
creating an otherwise avoidable default, and adding zo the problem the

regulations were intended to resolve.

We believe that the objectives of “micro-manacement,” 1.e., more
effactive and efficient administration of the loan §IOYrams, can such more
easily be achisved through creating well-structured ‘_nancial incentives to
Progras participants. For example, when lenders’ lci= portfolios show low
defsult rates and volumes, 1t seems reasonable to offsr them relief from all
the many details of the current regulations regardir: due diligence. When
loan servicers' collections on defaulted loans are m. -3 higher than average,
it seems reasonable to let servicers employ their owr effective procedures and

practices for collecting lcans rather than requaring asdherance to specific
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requiatory minutise. The Congress might even consides. 1f it is budgetarily
feasible, makung higher special sllowance payments tc .enders and secondary

sarkets when they have demonstrated suparior program aduinistration.

Let me turn to another program administration prot.em that 1s most vexing
to all program participants, rulemaking. The GSLP prosram functions under a
"sunset provision,® which means that Congress considess program changes as
part of reauthorization at least every five ysars., Aliitionally, the program
has been subject to changes in laws during nearly every Ludget cycle since

1g81.

During the past decade, the issuance of timely rer:lations has functioned
S0 poorly that the program is currently operating under requlations designed
to implement the Education Amendments of 1980--requlat._ons that did not become
final until after enactment of the 1986 amendments. fagulations for the "%
amendments, the current basic law for the proyram, are unavailable five years
later. In the interim, policy statements are issued dy the Department of
Education in the form of "Doar Colleague® lettess, c- ad hoc responses to
individual organization's questions. These ad hoc Tespcnses are rarely in

writing or broadly communicated to other program parxt.iipants.

GSLP Program admipistrat.,n curfrently i1s largely -onducted through the
questionable legal mechanism of "Dear Collsagque”™ let:ears and, due to newly
imposed Departmental clearances, even these letters azr not issued on a timely
basis. Moreover, no regulation or “Dear Colleague®™ _etter can anticipate
every nuance and situation program participants may ¢countex. So past:i-
cipants have tc ask the Department for policy reccmmendations regarding

specific situations.
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These Departmental determinations may solve a ;recific inquirer’s
Problem, but they should be cosmunicated to other i propriate program
participants, which is not currently being dore. Nco ie the determinations
cosmunicatsd to the Department's regional offices, wb. — results in repetitive
questions on the same 185ue and frequently differen TYSpOnses to identical

questiong.

It 18 imperative that clear, comprehansive and v:-kable requlations be
issued to program participants on a timely tasis. ! lenders, schools,
guarantors, secondary markets, servicers and collecz:ry are to be exposed to
large liabilities tor violations of requlatiors, it -+ only just that these

regulations be good ones that are well xnown to all.

To remedy this situation, PHEAA with NCHELP recxoends that the Higher
Education Act be amended to require the Secretary c: iducation to convene
reqgional meetings of guaranty agencies, secondary ma: st lenders, servicers,
collactors and schools to provide comment and rec=nendations to the

Department on content of proposed requlations 2riof -: their issuance. After

such meetings, and before publishing the proposed fe;..ations in the Federal
Reqister, the Secretary should be Tequizred to draf: riqulations on all key
isoves and submit them to a negotiated rulemaking gr :ess which follows the
quidance provided in the Administrative Conference .: the United States in

Recommendation 85-5, *Frocedures for Negotiating Pro:::ed Requlations,”

This negotiation process should be Teyuired by .« to be conducted in a
timely mannesr which results i1fn the issuance of fina. requlations within the
240~cday period required by sect:on 431 (g) of the Ge::zal Education Provisions

Act.
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In recognition of the fact that no fegqulstioss will coaiprehensively
address overy possible issue, the Department shou.: e required by law to
develop a system for codifying its interpretive Tesponses to GSLP

participants.

While there are other issues that should be adiessad in reauthorization,
PHEAA believes that the ones I have ment: oned are e most important to
improving the GSLP program for students and the orgi--sations and institutions

who administer the program.

Thank you for the opportunity to appear befor: vou today. I will be

happy to answer any questions you might have for me.

SP3.48910510/01
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Mr. Gaypos. Mr. Rebert.

Mr. Reserr. I thank the committee members for inviting me. My
name is John Rebert, I am the Financial Aid Officer at Yorktowne
Business Institute, about which you heard from Dr. James Murphy,
the President of the Institute.

I am the single financial aid person working at Yorketowne Busi-
ness Institute and perhaps that is unlike the schools represented
by some of the other persons who testified this morning. But I
think we all have the same Linds of concerns. I know when I was
contacted about accepting an invitation to testify today, it was
mentioned that I might bring a wish list, and as I thought about
the wish list, if | haf a wish for Yorktowne Business Institute and
its students, it would be that I could find a kindly philanthropist to
endow us to the point where we could relinquish all Title IV finan-
cial aid and get on with the job of educating our students.

It is a very complicated process that we are involved with and we
know that you will assemble a!i of the verbiage that you have
heard today to try to simplify the methods as we go along. But it is
really not too far-fetched to consider backing out of financial aid

ams. I recall one consultant who spoke with a number of us
in the York area, and this person had run a successful chain of pri-
vate career schools in Florida for some years, and he advised that a
school of our type especially, and perhaps of any type of postsec-
ondary institution, which had more than a third of its students on
financial aid, is living very dangerously. They are living based on
the stroke of a pen at your level. And as I read Senator Nunn's
report ~ecently, I realized the reverberations of that and how it ap-
plies >specially to the private career schools, which I represent
through Yorktowne Business Institute.

But to step back into reality for a minute, 1 will accept the three
points made by our accrediting association in testimony which they
presented to your committee previously, and that is the Association
of Independent Colleges and Schools and the National Association
of Trade and Technical Schools. And their three-point agenda start-
ed with ensuring access and choice through equitable treatment of
students desiring various program offerings.

In early May, a local columnist of a York, Pennsylvania newspa-
per, opened his column as follows, and I quote, “If middle income
wage-earners felt their wallets scream for mercy last Wednesday,
blame it on Secretary of Education Lamar Alexander.” The writer
went on to say that that in recent testimony before your commit-
tee, Secretary Alexander suggested that money currently spent for
middle-class students could be better spent on students from poor
families. The Secretary is quoted further as having testified that
while such a plan would cause students from middle<class families
difficulty in qualifying for financial aid, Be said that they can send
their children to State-supported institutions where tuition is rela-
tively low. And the columnist concluded, and I quote, I wonder
what colleges Alexander thinks middle-class kids are already at-
tending?”” A very valid point, especially in these times when we are
talking about choice as the basic education level and then we turn
around and talk about isolating by socio-economic class at the post-
secondary level. We would ask that reauthorization reaches beyond
that kind of thinking, as we gear up for the coming decades.
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I too believe that there should be a very close look-see at Con-
gressional Methodology because beyond home equity, I think there
are some flaws in the system which are denying access and equity
to many students in our schools. When I think of a 35year-old
mother of two school age clildren who had an adjusted gross
income of $15,000 in 1990 and whose husband is totally disabled
and received $13,000 in Social Security benefits with only one asset
being their $19,000 home equity. If she is expected to contribute
$2,300 to her own education for a 9 month period and be ruled in-
eligible for Pell grants, there has got to be something wrong with
the system. Or to look at an indeperident student who is trying to
survive on her own with an income of $10,600 with no assets, who
is obliged by the EFC Congressional Methodology system to contrib-
ute $4,700 to her own education for a 9 month peried. There has
got to be a flaw in that system. If we are indeed interested in equi-
table access to postsecondary education, we should in fact look at
thai system very closely.

The second point of the accreditation association was that we re-
store confidence and integrity in student aid programs through ac-
countability. I would call upon this committee to do what it can to
inject into the phraseology or the requirements of reauthorization
a better system of auditing. Whenever we think of accountability
in the financial aid world, we think about auditing procedures. |
want someone to ask me if | have a student aid procedures manual
and review that manual for accountable procedures, not dwell on
why I forgot to have a female student check off that she is not re-
quired to register for the Selective Service. | want someone to ask
to review my student loan log, not give me a demerit because I
:'flliled to copy the endorsement side of a student loan check for the
iles.

During an accreditation review, | want someone to ask about the
content of our school’s institutional effectiveness document, not
concentrate on doing head counts of students in classrooms. There
is a good deal to be done among agencies and that point came up
this morning in earlier testimony. For instance, your 1986 reau-
thorization opened in one section as follows: “'Eligibility for public
assistance or food stamps was not to be reduced when a student re-
ceived Title IV funds according to a provision included in HEA as
amended in 1986." And yet 1 had a student indicted for food stamp
fraud because she was given refundable money from her _tudent
loan across my desk and that was considered income in the State of
Pennsylvania. It turns out that the regulations were never final-
ized and each State has its own will to do what it wants in that
regard. I would suggest that our accountubility procedures do en-
compass the coordination of many agencies at the Federal level
and not just what education believes should be the case.

The final point that the accreditation association makes in its
outline of its proposals to your committee is that we should im-
prove the effect.veness of the student aid delivery system through
simplification, clarification and predictability. And 1 certainly en-
dorse that. And one way—1 will not talk about front-loading grants
or having institutions become lenders because | think that has
been picked apart enough, but one way that I do want to endorse
that particular recommendation is to call for a single loan pro-
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gram. No matter how good our entry and exit counseling programs
are at this moment, if a student winds up with four or five differ-
ent loans, will he or she truly understand what faces him or her at
the time of repayment? It is doubtful.

Within the context of whatever loan program structure the reau-
thorization provides, I call upon you to consider raising the first
and second grade level students to a higher amount of approvable
student loan money. As has been said before, we have been fixated
at §2,626 for a number of years and prior to that $2,500 for a
number of years, and I would recommend that we consider the first
and second year students at the $4,000 level. The cost of education
is rarely less in the early years than it is at the higher levels and I
believe the philosophy of proving oneself before being subsidized at
higher award levels is archaic and is unworthy of further consider-
ation.

In conclusion, 1 would recommend that no changes be made
unless it can be assured that the attendant regulations fill follow
in a timely manner. The up to six year delay in receiving regula-
tions pertaining to portions of the last reauthorization is inexcus-
able in that it has caused many of us uncertainty in enforcing the
intent of the law.

And finally, Congress should be advised of the educational qual-
ity of most private career schools, hence offsetting what has
become a generalized witch hunt of all our schools. If we earn a
favorable reputation based upon the type of program we operate,
then we should be treated with the same professional regard as the
4 year institution receives for its good efforts.

Thank you very much for the opportunity to speak with you.

[The prepared statement of Jim Rebert follows:]
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TESTIMONY TO BE PRESENTED AT A HEARING TO BE HELD AT DICKINSON
COLLEGE ON JUNE 3, 1991 ON MATTERS RELATED TO THE REAUTHORIZATION
OF THE EIGHER EDUCATION ACT.

PRESENTED BY: John A. Rebert
Financial! Axd Officer
Yorktowne Business Institute
York, Pennsylvania

INTRODUCTION:

In a booklet titled, Quality Assurance for Private Careex
Schools, a publication sponsored by the Association of Independent
Colleges and Schools and published by McGraw Hill, the following

introductory statement appears:

In Chinese, when the symbol for danger and the
symbol for opportunity are used together, they compose

the symbol for crisis. There is danger and opportunity

for [private career schools]. [Likewise], there will be

crises in many of our schools; yet, there is hope for

constant 1mprovement and future prosperity through
quality assurance.

Clearly, there are times of crisis in all types of post-
secondary schools. But, unquestionably, private career schonls
{even those who assure quality) have been the victim of a severe
drubbing since the day someone -- twenty years belatediy - thought
that there should be more accountability with regard to the
repayment of student loans. Almost immediately, proprietary
schools drew fire 1n & global sense. Often, the implications of

the critical reports which emanated from the student losn default

reseatch, suggested directly or by inference that post-secondary

N
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education probably would be better off 1f 3.l or most private
career schools were eliminated. Of course. one method of
accomplishing that end neatly and polit.-ally would be to
disqualify such schools as recipients of T::le IV financial asid

based on rteal or contrived charges.

All of us who profess to be educators, regardless of type or
level of school. subscribe to the philesophy *zat what we are doing
should result i1in & "benefit to self and scc.ety"” of those being
educsted. The private career school philosoph; does not waver from
that goal. In fact. 1t must try harder than most educational

institutions to contribute to that lofty i1dea..

Such schools must try harder for severa. reasons, the major
one being that 1t deals primarily with those for whom we have
coined the label, "non-traditional” students. But when a private
career school thirnks of that categorization ;¢ students, i1t 15 not
considering only. as most four-year institut::ns would, the single
parent ot the older student or the gprison i1nrate who happens to be
a membet of the student body. The concept of <he “non-traditsonal”
student in the private career school 18 more x!l-encompassing and
generalized to a group of individuals who, fz: the most part. have
been ieft stranded by our educational systoem. In many instances,

we are educating persons whose self-esteem has been shattered by
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school systems at both ends of the educationa. continuum., Farst,
many were left by the wayside in grades K-12 because of less
academic potential, psychological problems, 3r even appearance.
Secondly, many were ruled unworthy by what we have come to know as
“real”™ colleges for some of the same reasons or because of the
applicataion of some other standard of excellence that such

institutions expect of 1ts enrollees,

Even against unbelievable odds. in many cases these students
continue to come to our doors asking to be given a chance to
elevate their educational horizons. They tel. us, too, that thear
educational aspirations are such that, instead of having to take
courses on “"learning how to appreciate a rose”, they would like
short-term skills training that wi!l prepare them to be able to
"buy a rose so that they can take ** home and appreciate it!" The
enrollment and placement statistics you have heard in others’
testimony support the fact that many do come to our doors and,
indeed. most have been prepared to "buy & rose:” and. yes. most of
these who graduate from quality career schools do repay theirr

student loans.
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~

SOME SUGCESTIONS FOR REAUTHORIZATION ACTION:

As part of the invitation to provide testimony at this
session., 1 was asked to present a "wish list” of items that would
be hoped for through Reauthorization, 1If 1 ha: one wish to give my
school and :ts students, i1t would be that we --uld locate a kindly
philanthropist, or someone of wealth who has profited from our
graduates. who would endow the school to such an extent that we
could decline any participation 1n Title IV student aid programs.
Hence, the process of educating our students would become our
paramount concern, rather than having to antic:pate whether or not
we can satisty all of the cumbersome and ofter. ambiguous require-
ments of the various governmental agencies with which we are
obliged to deal 1f continued student atd 1s <o be available for
those who seek to become further educated 1irn our private career

school setting.

While obviously far-fetched. such a w:sh 1s not too far
removed from the advice given by an sndividual whe founded and
operated a chain of successful career schoc.s 1in Florida, He
suggests that such a school which has more than one-third of 1ts
students on financial asd 1s indeed living unde: the Chinese symbol
for ""danger" since a single governmental action of rescinding

student aid to such schoels could result in therr quick demise.
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Those of us in the private career school sec-it have all felt the

reverberations of that sort of thinking over -he past year or two!

But to step back i1nto reality for a mome:z: in order to present
issue¢s which should be addressed during a rez:thorization process,
I will draw upon the topics for con:ideratic: already presented to
the Congressional committees by the Assoc.ition of Independent
Colleges and Schools and the Nationgl Ass::iation of Trade and
Technical Schools. In their recent paper :: this subject, they

1dentified these major issues which warrant :ntemnsive study:

1. Ensure access and choice through eq.itable treatment of

students desiring various program offer:.ngs.

In early May, a local columnist of & York, PA. newspape:
opened his column as follows: “I1f middle-i1n::me wage eatners fell
their wallets scream for mercy last Wec-esday. blame 1t on

Secretary of Education Lamar Alexander.” The writer went on to say
that 1n recent testimony before the H:.se Subcommittee on
Postsecondary Education, Alexander suggestec that money cuttently
being lent to the students of middle-class gi-ents would be better
spent by giving 1t to students from poor far.lies. The secretary

15 quoted further as having testified that, w-..le such a plan would

cause students from middle-class tamilies difficulty in qualifying
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“or financial aid. he sa:d that tiey can send their children to
state-supported institutions where tuition is -elatively low. The
columnist conci'uded rather aptly, "I wonder wha: colleges Rlexander

thinks middle-class kids are already attending?”

We would hope that Reauthorization would reach beyond such a
classist approach 1f 1t t:uly seeks equitable treatment of those

who seek post-secondary eduicaticn in the immeZ:ate future.

There should be student aid programs gea.ed to all forms of
higher education, including the praivate ca:ceer school sector.
inasmuch as it believes that it offers a viak.e alternative among
a host of post-secondary opportunities from wh:sh an individual may

choose.

From a private career school perspective. as well as from
other post-secondary education vantage fp.irn<s I'm sure. 1t 1s
apparent <hat the Congress:onal methodol gy ;rocess regquited to
determine expected family contribution to :ne's own education
clearly Jdenies many equitable access to progrzams cf choice, To
a:sule that the CM formula :s not flawing the r-1losophy of equity,
1t .5 recommended that the Congiess testudy “his methodology to
teazn 1t oam fact 1t 12 a valid 1ndicater of ostablishing student

needl when compared to -oday’s st-ot living and i1ncome indices.

{
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For example. 15 1t realistic in these tir-:s5 that a 35-year-old
mother of two school-aged children who had an aijusted gross income
of $15,000 1an 1990, and whose husband is <:tally disabled and
received 513.000 1n social security benefits :2 1990, with the only
asset being a $19.000 home eguity, be expecte: *o contribute $2300
to her own education for a 9-month period and be ruled 1neligible
for Pell Grants? Or 1s 1t realistic for the single, independent
student with no dependents whose adjusted gross income for 1990 wa.,
$10.670 with no assets. who is trying to su:vive on her own, be
expected to contri:bute $4700 to her own eduzation for a 9-month

period?

Those persons who handled student ai1Z work prior to the
Reauthorization of 1986 will recall how muct less complicated 1t
was to determine a student’s family contrib.ti1on to his/her own
education. Perhaps the prior system was .=:c uniform than the
processes that have followed. but equitak.e access to post-
secondary educatianal programs appeats to ha.e¢ been diminished by

the current 7™M system.

2. Restore confidence and integrity 1n student aid programs

through accountability.

Anyone who 15 4 ptoponent of the assuran:e of the guality of

18
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institutional efforts will concur that this i1ssue demands serious
consideration within the Reauthorization process. It appears that
the default prevention initiatives alone have forced all of uys to
become more accountable in all facets of our work. While the
administrative burden to accomplish these ends 15 enormous, it goes
largely unrewarded. Therefore. I concur with the American Council
of Educat:on's recommendation to the Congres:z that., at the very
least, there should be some regulatory relief for schools with

proven ad-inistrative capabilities.

But . generally, most of us think of the a_diting process when
the discussion of accountabilily is mentioned. In my opinion, the
audits and accreditation reviews that have bee: done in my time iu
connection with student aid programs have done little to determine

true accountability of past efforts; for example:

- I want someone to ask me 1f 1 have a st_dent aid procedutes
manual and then .c¢view that manual for acc:untable proceduses,
not dwell on why I didn’t have a female s-udent check the box
op the form indicating that she wasn't :equired to register

for felective Service because she is ftema.e.

- I wart someoune %2 ack to review my studen: loan log, not jive
me a demerit because I failed to —opy the =ndorsemernt :z:de of

a student loan check for the file.

Lo
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During an accreditation review, I want :. be asked about the
content of the school's “Institutional Zffectiveness'" docu-
ment, not concentrate on doing headec.sts 2f students in

classrooms.

Another i1mportant consideration here is -zat as the Reauthor-
ization talks progress, consideration s-:uld be given to the
coord.nation of policies and procedures :f accountability of
the various governmental agencies tha- provide financial
assistance to those pursuing higher educa:ion. One example of
how little coordination exists i1n this rejard is described in
the following excery: from a past 1ssue of the nublication
Capitol Comments and an actuwzl student a::Z case 1n which I was

invelved:

Gonfusicon Exists Regaxding Food Stamps A-: Fipancial Axd

Elagibility for public assistance or Zood stamps was
not to be teduced when a student received Title IV funds,
according to a provision inciuded in the =_gher Education
Act., as amended 1n 1985, The provision z-ated that fed-
eral Title IV student aid €funds used to 7ay for tuition,
fees, books, supplies, transportation az: miscellaneous
personal expenses could not be considered as income or
resources to determine eligibility for an7 other aid such
as welfare benetits or food stamps. An -aterim rule was
publaished by the Food and Nutrition Se:v:ce of the USDE
on 6/1/87 retroactive to 10/17/86. mandazing the imple-
mentation of these provisions. A policy wemorandum from
the Deputy Administrator of the Pood Stam; Program, dated
7/88, advised all Food Stamp adminis:-ators of the
requirements. Yet & fainal rule has not -een published.
The unresolved question relates to the c:mmingling of

Y
<
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federal aid with state or local soutces of student aid.
The 1nterim rule does not address the -z3ue and., until a
final rule is published, states have discreticn *o
implement their own policies.

Even with all those regulatory cita-:ons. I had a student
who was 1indicted for welfare fraud beca.se she received cash

assistance and food stamps simultaneous.y with the receipt of

refundable student loan funds from her :=chool account.

:ndeed, there 15 a clear call for a.. of us to be mo.e
accountable 1n our handling of governmental! Zunding. By the same
token. there 1is a clear call for the =:rejulatory outcome of
Reauthorization to produce more logical and -:nsistent measures of

what should be expected 1n enforcing these ;ractices.

3. Improve the effectiveness of the studer: aid delivery system

through simplification. clarification, and predictability.

Much has been presented to date by var-. ocus groups on front-
loading student aid programs with grants and he exclusion of banks
as student loan lenders. along with other 1dsas cf simplifying and
making such programs more predictable. Yet, ;ust as much has been
said 1n opposition to these suggestions, flaj;jing the early years'
grant concenttation as discriminatory ¢tz higher-level, post-

secondary students and the exclusion of banis as lenders ac a

154



[E

181

REAUTHORIZATION TESTIMONY
PAGE 11.

regressive action since the Department of Education .1&8s not proven
itself to be an adequate collection agency even with the Perkins

program,

Since student loan programs dwarf other Title IV programs in
numbers and amounts of funds awarded, Reauthorization should
clearly address the elements of simplification, clarification, and
predictability in this area of funding. And I agree with those
professional associations who are advocating a single loan program
rather than continuing the splintered, complicated maze of varied
types and conditions of the multi-faceted loan programs currently
available. Even the best entry and exit counseling cannot assure
that a student who has four or five different loans will truly

understand what faces him/her at the time of repayment.

Within the context of whatever loan program structure the
Reauthorization provides, consideration should be given to raising
the first- and second-vear iimits from 52625 to $4000. The cost of
education 1s rarely less in the early years than it is at the
higher levels: yet the students at the early levels are denied the
additiona! student loan [unds. The government's philosophy of
Proving oneself before being subsidized at higher award levels is

archai¢ and 1s unworthy of further consideration.

185
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CONCLUSION:

The verbiage selected for the Reauthorizat:.on Bill will affect
the lives of many a+ they plan their lives and careers. In con-
clusion, I believe I speak for all those associated with student
aid programs when I recommend that no changes be made unless it can
be assured that the attendant regulations wil! follow in a timely
manner. The up-to-six-year delay in receiving regulations per-
taining to portions of the last Reauthorization is inexcusable in
that 1t has caused many of us nuncertainty in eaforcing the intent

of the law.

F:nally, the Congress should be advised of the educational
quality of most private career schools. hence sffsetting what has
become a generalized “witch hunt” of all such schools. 1If we earn
a favorable reputation based upon the type program we operate, then
we should be treated with the same professiona’ regard as the four-

year i1nstitution receives for 1ts good efforts.

Thank you for the opportunity to spend this brief time with
you 1n the interest of seeking ways to 1improve student aid

programs.
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Mr. Gaypos. Mr. Koopman.

Mr. KoormaN. Mr. Chairman, members of the subcommittee, my
name is cohn Koopman, Vice President with PNC Financial Corp.
of Pittsburgh, Pennsylvania. I am responsible for the operation of
PNC’s Education Loan Center. Last year, we originated over 60,000
loans to students in Pennsylvania and in other States, We partici-
pated in the Guaranteed Student Loan program since 1965 and
consider student loans to be an important consumer lending service
for our custome=: My testimony today reflects not only the views
of PNC, but als. the recommendations of the Education Fundi
Committee of the Consumer Bankers Association (CBA) on which
serve.

The legislative recommendations of CBA, developed over a 2 year
period, provide, in my view, a blueprint of how Congress should
modify the Guaranteed Student Loan Program to better meet the
needs of students. I have attached a copy of the Executive Summa-
ry of the CBA recommendations, to my testimony.

PNC conducts the majority of its student loan business through
the Pennsylvania Higher Education Assistance Authority and eight
other guaranty ..gencies. We have banks in several States, that is
why we operate with different agencies. As a result, we must con-
form with nine sets of forms, nine sets of rules and procedures
that, in our view, serve little purpose. In this reauthorization, Con-
gress should require a greater standardization of forms and proce-
dures among the guaranty agencies so as to reduce confusion on
the part of borrowers, unnecessary paperwork among lenders, and
to ease the administration of the program by financial aid adminis-
trators.

PNC endorses simplification of operational requirements in the
Guaranteed Student Loan Programs wherever possible. In particu-
lar, the current list of 13 -eparate categories of student loan defer-
ments should be reduced tu three—one for in-school, one for unem-
{)loyment and one for other forms of hardship. The current long
ist of deferments results in many borrowers being confused an
being subject to disclosures regarding deferments which are rarely
utilized. Third, attention should be given to the problem of guaran-
ty agency solvency. In this regard, I am pleased to note the high
level of confidence that PNC has in our own State agency in Penn-
sylvania, PHEAA. This high degree of confidence is not present in
many other States, and recently was undermined b the insolvency
of the Higher Education Assistance Foundation (HEAF) last year,
When HEAF experienced its financial problems, the Federal Gov-
ernmernt wisely intervened to assure that all guarantees on HEAF-
guaranteed loans were honored. We believe that this was the
proper step to take. We believe even more strongly, however, that
it would be prudent for the Congress to take steps now to avoid a
similar experience with another agency. In this regard, the Ton-
sumer Bankers Association has submitted recommendations to the
Congress to provide for greater Department of Education oversight
of guaranty agency finances and to step in with a solution in the
event that an agency becomes insolvent. I also note that the De-
partment of Education has submitted legislative recommendations
on this matter. While we are not prepared to endorse all these rec-
ommendations until we complete our review, we note that the | o-
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rtment’s recommendations are similar tc 10se submitted by
ending institutions and deserve the attention of the committee.

PNC recommends that the Department of Education be required
to hold ional hearings following the enactment of the reauthor-
ization l';ie?.land to negotiate the regulations implementing this re-
authorization. We note, with disappointment, that the implement-
ing regu'ations for the 1986 reauthorization are still in NPRM
form, and probably will not be finalized until Con is well into
the process of reauthorizing the Act once again. Five and six year
delays in the imp! mentation of regulations is unacceptable and
helps explain why the program is subject to such great confusion
on the part of lenders, gu. ~antors and others. The implementation
of ngotiated rulemaking, similar to that utilized in implementing
the Elementary and Secondary Education Act reauthorization and
the Perkins Vocational Act last year, would provide a sound struc-
ture for rulemaking in the program and would lead to the promul-
gation of timely regulations.

Finally, PNC recommends that the committee address the needs
of middle-income borrowers. Our contacts with students across the
United States suggests that many middle-income families experi-
ence great difficulty in financing attendance at the institution of
their choice. To address this problem, Congress needs to adopt a
low or nocost Federal program to meet the needs of these students.
The National Council of Higher Education Loan Programs
{NCHELP), with the able assistance of PHEAA, has developed such
a program. This program represents a simple, easy-to-use means of
Jproviding additional credit, at minimum cost to the Federal Gov-
ernment. The basic difference between the NCHELP middle-income
loan proposal and the current Stafford loan program is the absence
of in-school interest subsidy.

I would like now to take a few minutes to express the support of
PNC for H.R. 1524, the Student Counseling and Assistance Net-
work Act of 1991. PNC believes that Congressman Sawyer should
be congratulated for introducing legislation to significantly in-
crease the amount of information one%lnancial assistance programs
available to students and their families. PNC knows, from working
with families in our communities, that many students are unin-
formed about the availability of financial assistance. In order to ad-
dress this problem and to encourage all students to achieve the
highest possible level of education, PNC believes that students,
families, schools and public libraries should have access to informa-
tion on all types of financial aid available to students. The Sawyer
legislation would provide grants to local education agencies to
obtain specialized training for guidance counsellors, teachers and
{)rincipals to counsel students about college opportunities, precol-

ege requireruents, college admissions procedures and financial aid
opportunities. We believe that this legislation would make a differ-
ence and help America compete going into the 21st century.

As Congress begins the process of reauthorizing the Higher Edu-
cation Act, I would like to offer one word of caution. The funda-
mental structure of the Guaranteed Student Loan program is
sound. As partners in this joint venture, lenders and the Federal
Government have succeeded in leveraging over $100 billion in pri-
vate capital for education purposes. The extraordinary attention
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the Guaranteed Student Loan program has received from the Con-
gress and in the press over the past several years has eroded public
confidence. Families and students need a stable, reliable source of
Federal assistance if these programs are to serve to encourage the
pursuit of postsecondary education. Partners to the government in
the operation of student aid programs, including lenders, schools
and guarantors, need similar relief fron: an environment where the
rules and requirements change n an anaual basis. At PNC, we are
committed to the continuation of this partnership and hope that
the refinements offered in this reauthorizction will provide this
necessary stability.

Mr. Chairman, this concludes my statement. I would be pleased
to respond to any questions.

[The prepared statement of John Koopman follows:]

g
-
-




187

STATENENT OF
JOHN KOOPMAN

PNC FINANCIAL CORP

ON BENHALF OF
CONSUMER BANKERS ASSOCIATION

BEFORE THE
HOUSE SUBCCMMITTEE ON POSTSECONDARY EQUCATION

June 3, 1991

19;



188

Mr. chairman, Members of the House Subcommittee on
Postsecondary Education, xy name is John Koopman, Vice Prasident
with PNC Financial Corp of Pittsburgh, Pennsylvania. I am
roesponsible for the cperation of PNC's Education Loan Centar,
last year, we originated over 60,000 loans to students in
Pennsylvania and {n other States. We have participated in the
Guaranteed student Loan Programs eince 1965, and consider student
loans to be an important ccnsumer lending service for our
customers, My testimony today reflazts not only the views of
FNC, but also the recommendations of the Education Funding
Committee of the Consumer Bankers Association (CBA) on which I

serve.

The legislative recommendations of CBA, developed ovar a
two-year period, provide, in my view, a biueprint of how Congress
should mcJiify the Guaranteed student Loan Frogram to better meset
the n.odg of students. 1 have attached a copy of the Executive

Summary of the CBA recosmendations to my testimony,

In this reauthorizstion, Congress is faced with the
difficult dilemrs of modifying programs to peet the increasing
needs of students and their families at a tire of shrinking
federal resources., In this regard, I consider the Guaranteed
Student Loan Programs to be a bargain. By somu estimates, a
single dolle: of Guezranteed student loan capital made available
to a student costs as little as 25 cents to provide. The cost-

effectiveness of the CSL Programs is lixely to increase

a2
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eignificantly as # result of the Default Reduction Initiatives of
both the Department of Education and the Congress. FPNC has

supportad both of these initiatives.

£NC conducts the majority of ity student loan business

through the Pennsylvania Higher Education Assistance Authority
and eight other guaranty agencies. As a result, ve must conform
with nine sets of forms, rules and procedurss that, in our view,
serve 1little purpose. In this reauthorization, Congress should
require a graater standardization of forms and procedures among
the Jjuaranty agencies so as to reduce confusion on the part of
kor:owers, unnecessary paperwork among lenders, and to ease the

administration of the programs by financial aid administrators,

PNC endorses simplification of operational requiremants in
the Guaranteed Student loan Programs wheraver possible. 1In
particular, the current list of thirteen separate categories of
student loan deferments should be reduced to three--one for in-
schools one for unemployment:! and one for othar forms of
hardship. The current long list of deferments results in many
borrowars being confused and being subject to discleosures
regarding deferments which are rarely utilized. Third, attention
shonld be given to the problem of guaranty ajency solverncy. in
thi regard, I am pleasad to note the high level of confidence
that PNC has in our State agency, the Pennsylvania Higher

Fducation Assistance Authority (PHFAA). This high degree of
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confidance i{s not present in many other States, and recently was
undoermined by the insclvency of the Highor Education Assistance
Foundation (HEAF) last year. when MNEAF experisnced its financial
problans, the federal government wisely intervened to assura that
all guarantees on MEAF-guaranteed loans were honored. We belisve
that this was the proper step to take. WwWe beliave even more
strongly, however, that it would be prudent for the Congress to
take steps now to &volid a similar experience with another agency.
In this regard, the Consumer Sankers Assocliat:on has submitted
recommandatiors to the Congress to provide for greater Department
of Education oversight of guaranty agency finances, and to step
in with a solution in the event that an ajency bscomes inseolvent.
I aleo note that the Department of Education has submitted
legislative recommendations on this matter. Wwhile we are not
prepared to endorse all of thase recommandations until we
complete our review, we note that the Departrent's
recommendations are similar to those submitted by lending

institutions and deserve the attention of the Committee.

PNC recommends that the Department of Fducation be required
to hold regional hearings following the enactsent of the
reauthorizaticn bill and to negotiate the requlations
implementing this reauthorization. We note, with disappointment,
that the implementing regulations for the 1986 reauthorization
are sti1l in NPRM form, and probably will not be finalized until

Congress is well into the process of reauthorizing the Act once
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again. FPive- and six-year delays i{n the implezentation of
regulations is unacceptable, and helps explain vhy the program is
subject to such great confusion on the part of lenders,
guarantors and others. The {mplementation of ragotiated
rulepaking, simflar to that utflized {n implerenting the
Elementary and Secondary Education Act reauthorization and the
Porkins vocational Act last year, would provide a gound structure
for rulemaking in the progran and woild lead t: the promulgation

of timely regulations,

Finally, PNC recommends that the Committes address the noeods
of middle-income borrowers. Our contacts with students acrose
the United States suggest that many middle~-income families
experience great difficu.ty in financing atteriance at the
institution of their choice. To address this prodblem, Congl iss
needs to adopt a low- Or no~cost fedaral program to meet the
needs of these atudents. The National Council of Higher
Fducation lLoan Programs (NCHELP), with the able assistance of Jay
Evans of PHEAA, has developed such a program. This program
reprasents a simple, easy-to-use means of providing additional
credit, at minimum cost to the (ederal governrzant. The basic
difference >etween the NCHELP middle-income loan proposal and the
current stafford Loan Program is the absence of an in-school

interest subsidy.

I would now like to take a few minutes to express the
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support of PNC for H.R. 1524, the Student Counseling and
Assistance Network Act of 1931. PNC believes that Congressman
Sawyer should be congratulated for i{ntroducing legislation to
significantly increase the amount of informatica on financial
assistance programs available to students and their families.
PNC knows, from working with families in our ceamunities, that
nany students are uninfor:-4 about the avajilab:lity of financial
assistance. 1In order to address this probler :ad to sncourage
all students to achieve the highest possible level of education,
PNC believes that students, families, schools, and public
iibraries should have access to information on all typas of
financial aid available to students, Tha Sawysr legislation
would provide grants to local education agenciss to obtain
specialized training for guidance counsellors, teachers and
principals to counsel students about college opportunities, pre-
college requirements, college admissi{ons procedures and financial
aid opportunities. Wa believe that this legislation would make a
difference and help America compete going intc the Twenty-Fl.st

Century.

I am happy to report, Mr. Chairman, that other lenders and
guaranty agencies I have spoken to shars our views on H.R. 1524,
We are hopeful that, as the reauthorization centinues, this

legislation will be included in the Committee bill.

104,
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As Congress begins the process of resauthorizing the Higher
Education Act, I would like to offar one word c¢f caution. The
fundamental struct're of the cuaranteed Student Loan program is
sound. As partnars in this joint venture, lerlers and the
Federal government have succeeded in leveraging over $100 billion
in privace capital for education purposss. Tre extraordirary
attention the Guarantaeed Student losn progran has received from
the Congress and in the press over the past se7oral years has
eroded public confidence. Families and stude-ts need a stable,
relfable source of Federal assistance if these programs are to
sarve to ancourage the pursuit of postsecondary education.
Partners to the government in the operation of student aid
programs --including lende s, schools and guarantors-~ naged
similar relief from an environment where the rules and the
requirements change on an annual basis. At FNC ve are committed
to the continuation of this partnership and repe that the
refinaments offered in this reauthorization will provide this

necessary stability.
Mr, Chairman, this concludes my statement, I would be
pleased to respond to any questions that you or other Mewbars of

the Subcommittee might have.
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CBA REAUTHORIZATION PROPOSALS

The Consuner Bankers Association (CBA} believes that the
reauthorization of the Higher Education Act should focus on the
important social objectives of the program. In the last several
years, rising education costs and inadequate growth in Pall Grant
fundiry have led to increasing nuiabers of low-incomo students
relying on student leans rather than grants to attend schoel. A
failure to correct thi!s trend will result in the furthar erosion
of educational opporzunity and lead directly to a decrease in
accoss for students with the greatest economic need. The result
will ba & decline in America's ability to compete with other
nations. Therefore, CBA endorses t'.e efforts of Senator Psll (D~
RX) and Rapresantativa Ford (D-MI) to increase grant assistance
through vital expansion of the PFell Grant projras.

The Guaranteed Student Loan programs reprasent a dramatically
successful public - private partnership designed to achieve a
valued social goal. In order to preserve and enhanca that
partnership, CBA has identified eight legislative priorities for
the pending reauthorization of the Higher Education Act n* .365,
as amended:

1. Simplified admipnistration of the oregaraz through the use of
modern data procegsing. CBA strongly endorses the elimination of
unnecessary paperwork in the Guarantesd Student Loan programs.
Record-Keeping and loan administration practices in the student
loan industry have fallen behind standards generally applicabdle
to the consumer loan industry. Methods of record retention
including microfiln, microfiche, laser disc, computer disc, and
image optics should be utilized by the Departmsnt of Education to
aliminate the storage of paper rvecord-keeping beyond the iocan
application and the prozissory note. Rsegulations issued by the
Department of Education should accomplish the following:

(-} sinplify all aspects of the student loan process
including application, disbursamant and origination;

o improve communication betwean landers and guarantors by
requiring the use of uniform reporting documents (this
would also enhance borrower understanding of their loan
obligation);

o simplify fulfillment of {nstitutionsl responsibilities
under this part by institutions of higher education;
and

o irprove the administration and oversight of the program
by the U.S8. Department of Education,

o

",
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2. Bimplification of borrower defermants. Under ourraent law,

e.even separate deferment categories allow borrovers to defer
loan repayment. The proliferation of deferments has increased
the complaxity of program administration and htas proven to be
confusing to borrowers. CcCongressional intent (n {natituting
deferments vas to racognize the legitimate need for financial
rolief for borrowers in certain circumstances. CBA recommands
the elimination of all deferment categories gxcept tha time
periods during which & borrower {s enrolled as a full-time

<udent; and do-umented instances of economic hardship, such ae
unenployment or total disability. Lender use of forbearance
allows all other borrowar circumstances to be fairly and
appropriately considered.

3. Dug d:ligence procedures. Major lenders and servicers are
in agreement that ths due diligence rogulatiors are too rigid and
result in a higher priority be?ng placed on maintaining
compliance with the rogulations than on loan collection. The
Department of Education acknowledged the problems caused by the
regulated standards currently .n effect and recommended revisions
to tha thirty~-day “bucket" system {n the NPRM for the 1986 Higher
Fducation Act Reauthortzation in November, 1990.

It 1s CBA's view that the coll _ction practices of s londer
should be measured and taken into consideration when claims are
approved or denied for payment. By establishing a tolerance rate
for eriors, lenders could concentrate on enhanced loan collection
efforts rather than lock-step compliance with required letters
and phone contacts which may or may not contribute to a borrowers
repayment of the debt,

By imposing a percentage gquldeline for comp’iance, any
lender who maintains a pre-determined performanc< rate standard
(for example, 95 percent) on completion of mandatory due
diligence steps would be agsured fuyll payment of insurance,
interest and special allowance on loans made. This compliance
would be monitorad on a annual basi{s during the mandatory audit
of a lender's portfolio. The audit would be paid for by the
lender, monitored by the Department of Education, and performed
by an independent third party auditor. Parareters of the audit,
as defined by the Department, would follow standard acceunting
practices and would include a defined statistical sampling
technique upon which a lender's performance would be measured.
The performanca medsurement derived from the audit would be used
by all guaranty agencies with whom the lender has participation
agreements to determine how claims wera to be pald. ILendere
whose samples 8ra found to be above thae standard would be
reviewed for proper monetary and tachnical data. Failure to
maintain compliance at or above the defined standard would result
in a full review of each file for the given time pariod snd the
assessmant of prescribad penaities. without the threat of
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inordinate penalties for inconsequential ragulntory violatfions,
the lending community would aitempt collection ‘innovations which
emphasize the true spirit, rather than the exact letter of tha

law.
L]

CBA believes that the statute should require guaranty agencias to

opaerate on a sound actuarial basis. Furthermore, the statute
should dafine steps to be taken b{ the Cecretary of Bducation in
the avent of a guaranty agency eslvency. In light of the recant
collapse of the Higher Education Assistance Foundation, interest
in these prc osals has increased among the Concress and the
Administration. Therefore, CBA recommends that 'he Act should
Fequire the Secretary of Education to do the following:

1. Per.odically re-evaluate the solvency of all guaranty
agencies.

2. Identify agencies which fall below specified federal
standards relating to resarve ratic and/or other indicators of
administrativa and financial viability and require such agencies
to: (A) operate under a guarantas sanagement plan approved by
tha Secretary, (8) {r approgriate, overcoms a gshort-term cash
flow problem through the receipt of additional repayable
advances, (C) merge their operations with s stronger agency, or
(D) terminate their operations and assign responsibilities for
outstanding guarantees to the Secretary., After consultation with
lendere, it would be the Secretary's prerogative to transfer such
quarantees to a solvent agency.

3. Require the Department to publish the results of an
annual survey of guaranty asgencies to facilitate lender
evaluations of agencies.

5. Use of neqotiated rulemaking procedures to promulgate Title
1V regulations. A recent GAO briefing report verified that the
Departmant of Education rarely complies with the statutory
requirement that regulations be promulgatad within 240 days of
legislative enactment. The regulations nocessitated by the
passage of the 1986 reauthorization of the Higher Education Act
are not yet finalirzed; the NIRM Jid not appear {n thae

Reaister until November, 1990 ¢civen the significant 1iabilities
imposed on lenders, secondary markets and guaranty agencies for
failure to properly administer the GSL program, the issuance of
clear and timely guidance about leyiglated program changes s
imperative.

The complexity of the GSL program is such that the
Department of Fducation and ths higher education community stand
to benefit from early and direct communication about these
randated requlations. Early consultation can serve to sducate
the community and sensitize the Department to potential problems
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rogarding implementation. For these rsasins, CBA supports the
use of regional meetings and negotiated rulepaking procedures in
the development of regulations to govern the iaplementation of
the reauthorizacion of tha Nighar FEducation Act, as was required,
with certain modifications, in recent reauthorizations of the
Elemantary and Secondary Education Act and the Vocational and
Adult Education Act. The use of negotiated rulsmaking to
promulgate regulations governing the implementation of Title IV
should in no way be seen as 8 substitute for tle useful and
engoing communication and issuance of Dear Col.eagues which the
Department presently undertakes with the higher education
community.

6, Insu~ance to lenders. CBA believes that the requirement
that Quarantors offer 100 percent {nsurance to lenders as a
conditfon for insurance program agreements with the Secretary is
critical to maintaining open access to loans for all borrowers.
The program glready involves significant loss to lenders. Even
with a 100 percent guarantee, lenders face sijnificant losses
because of strict due diligence penalties; and psnaities
resulting from rrtroactive regulatory changes :that affect pre-
existing loan agreements. Lender profitability has been reduced
(GRO/MRD 90-130) and lender participation in the program has
diminished as a direct result of this increeassd financial risk.

In the past, lender risk sharinrg has beer put forth as s
noans of default reduction. There are prefersble means of
achieving thise legitimace goal. CBA has propcsed, for example,
that lenders be given additional flexibility in fashioning
collections proceduras. It should also be notsd that Congress
has enacted numerous bills and amendments aired at reducing GSL
defaults. Remaining default raeduction optiens such as str?cter
school cutoff rates or co-signer regquirements will only serve to
reduce access to leans for thuse potential borrowers most in need
of financial assistance in order to pursue higher education.

7. Special Allowance. The specisl allowance paid to lender
participants {n the GSL gprograms is calculated by adding .25
percent to the 91-day treas.ry bil) rate. The 1589 CRA Student
Lending Survey found that the return earned by lenders in the GSL
program was typically less than that sarned on other consumer
loan products. As the cost of funds and operstional costs
associated with the student loan business continue to increase,
financial managers at lending institutions will revaluate their
level of participation in the program. In criar to maintain open
access to loans for all eligible bdborrowars, <he current special
allowanca calculation should be preserved. Aidditionally, if
Congress determines that high-risk borrowers should continue to
have access to CSLs, anactment of a higher special allowance to
{ncrease the return to lenders on loans made to such student
borrowars should be considered.

ERIC
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5
8. LEMHLISIdﬂiﬂdlﬂ:LAQ2m!_ﬂinﬂng;&JBQQQBSIl_Lnnllfihllﬁlﬂl
- Students determined to be ineligible

to borrow under congressional methodology rerain eligible for
sosubsidized Guarantesd Student loans. Because these loans are
unsubsidized and offered at 8 parcent, they are mada by very few
lenders. The Supplemental Loans for Students frogram (SLS) makes
unsubsidized, guaranteed ioans available to iniependent students
and, {n special circumstances, dependent borrowers, but many
middle fncome students who need financisl ai' remain unserved,

CBA endorses A proposal put forth by NCNELP to expand loan
accesa to guaranteed but unsubsidized loans to all eligible
students. Under the NCHELP plan, only those students showing
financial need would continue to be entitled to in=-school
interest benafits through gubnidized Stafford loans.
fnsubgj loans would bo available to those not qualifying for
full subsidized stafford loans. Interest on tha unsubsidized
loans that accrues during in-scheol, grace, and deferment periods
would be paid either quarterly or capgtalizld, as agreaed upon by
the lender and the borrowers. Borrovers would pay & 8§ porcent
reinsurance premiun to offset the costs associated with defaults.
The NCHELP proposal does not contain a specific proposal for an
interest rate on unsubsi{dized loans. It is assumed that a rate
would be set to eliminate any special allowance in all put
extraordinary circumstances,

103/B/9
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Mr. Gavpos. Without objection, all of the prepared statements
will be made part of the record.

At this time, I would like to call on Mr. Goodling.

Mr. GoopuinG. Thank you, Mr. Chairman.

I would like to say to Ms. Griswold, I leaned over to Tom because
I thought I remembered that we had done something about Pell

rants being reinstated for fewer than a certain number of hours.

e reminded me that we did, but the Appropriations Committee
has never funded it.

Today, I was going to—first of all I would like to see that model,
that front-loaded model. I was going to ask you—every place I go,
everybody speaks highly of PHEAA and 1 was going to say why is
that true. And Mr. Koopman reminded me of one of the other fail-
ures of last year. I guess |1 was also going to say “and 1 will not
hear anything about that, will I?”" from the Secretary this year in
relationship to Pennsylvania.

If you had to put your finger on why we have been so successful,
what would it be?

Mr. Evans. Mr. Goodling, I think I would preface that by saying
July will be my 25th year with PHEAA, the staff at PHEAA for
many years, the top staff, has been instrumental in making it very,
very clear that we run the program like a business. We provide
service and some of the tools that our General Assembly has given
us in all of our programs, s'«ch as the garnishment laws that we
have in Pennsylvania, have tremendously helped us in putting
PHEAA up front in our guaranteed student loan business.

Mr. Goopring. 1 was going to ask Ms. Griswold and John, who
have to deal with it all the time, whether the Secretary of Educa-
tion has called people such as you to Washington to discuss any-
thing new that we put forth or any recommendations that they are
coming up with or any of their regulations. And I know Jay in his
testimony suggested tg;ut the Secretary should be forced to do that
kind of thing. Is it not general that when there are new regula-
tions, that you are ipvited down for an education process on the
new regulations?

Ms. GrisworLp. 1 am aware of opportunities to certainly respond
to notices of proposed rulemaking and I think the aid community
has come out strong and in concert on a number of issues that we
feel would enhance and streamline and make more meaningful as
we interact with students and all the parties, from our perspective,
in the Stafford loan structure, that we feel would better serve ev-
eryone involved. I do not know that 1 can cite off the top of my
head specific instances in which we have in fact seen the realiza-
tion of some of those streamlining types of improvements that we
would like to see. One that does come to mind that we have yet to
see is a common application being used throughout the Nation for
students who apply for Stafford loans, which would reduce the
neec¢ within our shops to have to account for various methods of
completing ap'  -ations and training staff on a variety of different
types of form ; order to certify student loan applications.

r. Goopi .. Mr. Rebert here, I hired 26 or 27 years ago as a
guidance counselor and he was very quiet and soft-spoken and then
he went to the Department of Education in Harrisburg and now he
is pretty mean when he testifies—forceful.

N,
(n‘ .-}
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Mr. ReserT. Right now it is easier to go to work than to try to
explain it to someone else.

Mr. GooorinG. Thank you very much.

Mr. Gaypos. Mr. Petri.

Mr. Perri. No questions, thank you for your testimony.

Mr. Gaypos. Mr. Gunderson.

Mr. GunpersoN. The only comment 1 have on the testimony is to
give you a dose of the reality that we all face. I think everybody
here is your friends and as I listen to your comments and testimo-
ny requesting more flexibility and requesting more funds, you
should know that we all thought there was going to be a lot more
funds for Function 500 in education this year and the appropri-
ators decided to cut $1.2 billion out of what we thought had been
targeted in that direction for the budget, which means that we now
have to significantly draw back the amount of money, whether it
be in the Elementary-Secondary or in the Higher Education pro-
grams, it limits our resources.

In terms of flexibility, we all understand your desire for flexibil-
ity. We want to introduce you to two people. One is called the In-
spector GGeneral and the other is called the General Accounting
Agency, and these two agencies have seen it as their function in
life to frankly question the operation of, legitimately, every Federal
program within their jurisdiction. And as a result, whether it be
this Department or this Congress or this committee, we are forced,
in order to maintain credibility, to have many more rules and regu-
lations and elements of accountability than you would like, than
we would like, but it seems to be the rules under which we live and
exist, so [ just wanted to share with you, we are sensitive. we hear
you. If we do not do everything you want, it is not because we did
not hear you.

Thank you.

Mr. Gaypos. | want to thank the panel and the other panels also
on behalf of the committee. I think all of us conclude as a result of
these hearings that it is a very complex subject. We have tried
many things throughout the years, many things this committee has
no control over, as has been suggested by Mr. Gunderson.

However, this is one of 40 meetings and maybe we will probably
have another 10 if I may surmise correctly because of last minute
requests are always honored. So the committee has its work cut out
and | believe that those that are here today can attest to the fact
that we make every attempt as a very major committee in Wash-
ington, DC on the hill to hopefully encourage participation by the
residents and the citizens of this country. It is imperative that we
do so. There is a lot of misconception floating around the country
that Congress does what they want to do with no inhibitions nor
any control, and that is fundamentally not correct. There is a sen-
sitivity of the committee to what the public thinks. the institutions
that are involved, the higher education institutions, and individ-
uals, the taxpayers.

So 1 think you have helped the committee tremendously and if
we can again maybe in the future depend upon your expertise and
your knowledge, you may find some interrogatories directed your
way ard we would appreciate accurate and hopefully timely re-

21
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sponses from you because that would be most beneficial to the com-
mittee.

With that, do any other members of the committee have any-
thing to say at this time?

Mr. GoopLING. Just to thank Ron for the positive comments he
made and to John who said that basically the structure is sound
and it needs some—if I can paraphrase what you said—some fine-
tuning.

Mr. Gayec With those well-chosen remarks, thank you for your
appearance and we hcpe to see you again in the near future. The
meeting stands adjourned.

[Whereupon, at 12:54 p.m.. the subcommittee was adjourned.]

[Additional material submitted for the record fo'lows.]
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June 27, 1991

The Honorable william D. Ford
U.S. House of Representatives
Washington, DC 20515

Dear Mr. Ford:

I had the privilege of attending a field hearing on our
campus earlier this month conducted by the Subcommittee on
Postsecondary Education. Bill Goodling, our Congressman, is well
aware of the need for hatter counseling {n Pennsylvania, a state
which has a lower college attendance rate than any of its
neighbors. Although I did not have an opportunity to testify, I
would like to submit the following for the record as you and your
colleagues on the Subcommittee continue the process of gathering
information prior to finalizing language on reauthorization of
the Higher frducation Act.

We all wear a variety of hats. As a father, an admission
of ficer, and a former president of the Pennsylvania and National
Association of College Admission Counselors {NACAC)., I have been
a facilitator {n the process of transition from high school to
college for 24 ysars. 1In many ways, I am convinced that 1 see
students ton late in the process to make a real difference in
their higher education patterns. Students I see in their junior
or senior year are already committed to seeking higher education;
choosing among 3535 colleges and vpiversities i{s their task. It
{s the school counselor who often is in a position to make
students in the middle school years aware of the many
possibilities that lie ahead. 1t is in these years that students
have to decide the direction their lives will take immediately
after high school -- college, military, job, marriage and child
rearing. Of course, such a statement assumes graduation: the
drop-out problem i{s yet another we face.

tarlier intervention {s key to all of this. Several years
a4go NACAC printed and Jistributed over one millin copies ot its
"Guide for Parents®™ aimed at parents of middle schoolers who
themselves did not go to college. Then NACAC produced PACT
{Parents and Counselors Together), a program designed to assist
middle school counselors in werking with such parents, ultimately
empower ing them to motivate their children to soek the highest
level of education of which they are capable.

This year, NACAC is supporting House Bill 1524 which would
further empower guidance counselors and others through early
intervention. As you well know, today'’'s counselor in school is
asked to do many things and consequently is unable to do all of
them well. Tt has been my experience that school counselors have
the least training in pre-college quidance. SCAN (Student



E

203

Counseling and Assistant Network) would provide counselors with
the training ahout financial aid so crucial to communicating the
possibility of higher education, especially to children whose
families have been traditionally underrepresented. 1t alse would
provide a datahase about financial aid, a public awareness
program regarding the availability of financial aid, and identify
model programs designed especially for at-risk students in urban
and rural arcas as well os those from a variety of cultural
backgrounds.

You have a strong history of dedication to issues of
education. All of us who labor in the field recognize that the
decade of the nineties will not likely be a time of more real
dollars. We need to do well with the resources available to us.
It {s my hope that there is still toom for creative now
programming such as SCAN which will yield maximum yt.lity from
the dollars expended in assisting atudents and their families to
make informed decisions.

Best of wishes to you in the vital work you do on behalf of
students across the pation.

SceprtNy yours,
e ;éiz
> /’/V_A /

R. Russell Shunk
Associate Dean of Admissions

RRS/111

cc: William F. Goodling
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